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PROCEEDINGS

| THE CHAIRMAN: Meomherms of the Council and guests:

. | The meeting will come to order, Weo will start witlf

MR, BROWN: If we have apy membera or officiml

a roll cell by the Secratary-Ireasurer,
|

alturnates in the back of the room, we would like to have ;
you gome up to the forward section of the room. |
Is My, Freoman in the room? If smo, we would like
him & the head table -~ David Freeman,
1 will call the roll, Mr. Abernathy?
MR, ABERNATHY: Here.
MR, BROWN: Mr, Robert Anderson?
MR, BROWN: Mr. Baldridge?
(No remponse.)
MR, BROWN: Mr, Bass?
., MR, BASS: Here,
MR, BROWN: My, Batzell?
MR, BATZELL: Here,
MR, BROWN: Mr, Bennett?
. MR, BEHNETT: Here,
MR, BROKN: Mr, Bergfora?
MR, BERGFORS: Here.
MR, BROWN: Mr, Bible?
am BIBLE: Hare.




MR, BROWN: Mr, Blackburn?
Ii . - MR, BLACKBURN: Hers,
L! MR, BROWN: Mr, Blaustein?
? . MR, BLAUSTEIN: Here,
! HR, BROWN: Mr. Borger?
(No response.,)
MR, BROWN: Mr. Boyd?
. ‘MR, BOYD: BHere,
MR, BROWN: Mr, Brazell?
i ' ‘MR, BRAZELL; Here,
MR, BROWN: Mr, Brockett?
. MR, BROCKETT: Here,
i MR, BROWN: Mr, Bruce Brown?
MR, BRUCE BROWN: Here,
MR, BROWN: Mr, George Bruce?
!3 MR, BRUCE: Here.
| MR, BROWN: Mr, Buck?
} ‘ MR, BUGK: Here.
5‘3 MR, BROWN; Mr, Buschman?
MR, BUSCIMAN; Hers,
’. MR, BROWN: Mr, Allen Calvert?
é . MR, CALVERT:; Here.

; momber, but previously served as & member.

we loomé you back, Allen,

THE CHAIRMAN: Mr, Colvert i e newly sppointed

16

We are happy %o
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CALVERT; Thank you, Mr, Chairmun,

BROWN: Mr, Camey?
CABEY; Here,

BROWN: Mr, Chambera?
CHAMBERS: Here,
BROYN: Mr, Donnell?
CHAIRMAN: Here,

BROWN: Mr. Duncan?

¥

reaponse.) e !

BROWN: Mr, Prank Elliott?

ELLIOTT; Here,
BREOWN: Mr. Erickson?
ERICKSON: Here,
BROWN: Mr, Fluhr?
FLUHR: Here,
BROWN: My, Foree?
FOREE: Hsre,
BBOWN: Mr. Fox?
FOX:; Here.

BROWN: MNr, Garver?
GARVER: Here,
BROWN: Mr. Getiy?

GETTY: Here,

MR, BROWN: Mr, Gonzalex?

| (o ressponae,)

by




MR, BROWN:; Mr, Goodrich?

Lot (Nn m.pqm') 4 et

MR, BROWN: Mr. Graham?
‘MR, GRAHAM; Eere,

MR, BROWN: Mr, Haider?
. MR, HAIDER: Mere,

MR, BRCWN: Mr, Hammer?

MR, HAMMER: Here.

THE CHAIRMAN: 1 would like to introduce to you

18

Dr. Armand Hammer, Prosident of Occidental Petroleum Corpor-

ation, 2 new membsr of the Council,

MR, HAMMER: Thank you very much,

(Applause.)
MR, BROWN:; Mr, Hemon?
., HAMON: Here,
R, BROWN: Mr. Hartley?

MR
MR

. ~'MR, HARTLEY: Here.
MR. BROWN:; Mr, Hess?

MR

R, HES8: Herw.

Board of Hems Oil & Chemicnl Corporation im 3 new member of

the Comnall,
Wlhw-, Llﬂlh
MR, HEB8S8; Thank you.

{(Applause,)

CHAIRMAN:; Mr., lLeon Hess, the Chairaan of the




aen?

MR
MR
MR
. MR, HOWELL: Here.
MR
R
MR

159

MR. BRGWN; Mr, Hope?
(No response.,)
. BROWN: Mr, Hornby?
. HORNBY: Here,

. BROWN: Mr, Howell?

. BROWN Mr, Hord?
., HURD: Here,

. BROWN: Nr., Ikard?

(o responme.) /A (i

MR, BROWN: My, Jacobasen?

~"HMR, JACOBSEN: Here.

THE CHAIRMAN: Will you stand, please, Mr, Jacob- .

(Mr. Jacobsen rose,)

Mr. Jake Jacobsen of Austin, Texam, is a new membey

of the Council,

(Applaume,)

MR, BROWH: My, Harry Jackeson?

"M, JACESQN: Here,

MR, BROWN: Mr. J. Paul Jooes?

MR, JOMES: Here,

HR., BROWN: Mr, Kavouraa?

i, EAVOURAS: Here,
THE CHAIRRAN; Mr, Havourss, a new membar of the

|
|
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F Council, im Director of the Petroleum Divimsion, Farwers Union%

: Central Exchanz». %
| {Applausze,) '
MR, BROWN: Mr, Keelar? :

3 . ~'MR, KEELER: Here. |
MR, BROWN: Mr. John Kelly?
MR, KELLY: Here,
é; MR, BROWN: Mr, Kenny? ?
¥R, KENNY: Here, |
?? THE CHAIRMAN: Mr, Kenny, 2lmo a new member of g
Ei the Council, is President of the Meenan 0il Company, Incor- ;
i porated, |
i% (Applause.) }
‘. MR, BROWN: Mr, Kiltz? .
~~ MR, KILTZ: Hare, 1

MR, BROWN: M», lavy?
. MR, LEYY: Here,

MR, BROWN: Mr, Lichtblau?
.. 4R, LICHTBLAU: BHeve,

THE CHAIRMAM: Mr, Lichtblau is alwo a new menbsr
of the Counell, He is Director of Research, Petroleum In-
dustry Resesrvch Foubhdation,

(Applause. )

MR, BROWN: MNr, Lisdike?

No response,)
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BROWN: Mr, Loomim?
LOOMIS: Here,
BROWN: Mr. Ludwig?
response.) g S B
BROWN: Mr. McClure?

MC CLURE: Herae.

BROWN: Mr, McCollough?

A, T, JACQBSON: Mr, Jacobson for My, McCol-

BROWN: Mr, MoCurdy?

BC CURDY: Here,

BROWN: Mr. McGee?

RENNETT: Phil Beanett for Mr, McGee,
BROAN: Mr, MeGraw?

MC GRAW: Here,
BROWN: Mr, Naddox?

ceupome.) YR F
BROWN: Mr, Marshall?
MARSBALL: Herw,

BROWN: ir., Mecon?

MECOM: NHere.

BROAN: Mr, Otto Miller?
HIlLER: BHere,

BROWN: Mr, Charles Mitchell?
HITCHELLy Fere.

|




+ MR,

MORIARTY: Hore,

THE CHAIRMAN: Mr. Moriarty is President of the

National Petrolesum Refiners Association,

(Applause.)

MR,

t MR,

BB EE

=
=

&
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THE CHAIRMAN :

BROWN: My, Charlss Murphy?

WURPHY: Here.

BROWN: Mr, Nickerson?

SCIMIDT: Hermen Schmidt for Mr, Nickerson.
BROWN: Mr, Nielson?

NIBLSON: Here,

. BROWN: Mr, Nineas?

NINESS: BHere,
BROWN: Mr. Caborne?
QESBGRNE: Here.
BROVMN: My. Parten?
PARTEN: Here.
BROWM: Mr, Penrose?

VENRCSE: Here.

(lir, Penrose gtands,)

Mr, Penrsse, a now wember of the Coungll, im Cheir-

Mr. Penross, will you plesse stand?

i

i

! 22

; THE CHAIRMAN: Mr, Mitchell, tha Chairmsn of the
;' Board of Cities Service Company, im Rlso a nev wember.
(Applause.)

MR, BROWN:; Mr, Moriarty?
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man of the Board of Penrose Production Company.

(Applause . )

 H

BROWN

BROMN :

RITCHIE:

HROWE ¢

response. )

BROWX :
RODMAN ¢
BROWN :
ROWAR :

BILOWN :

SAMDERS: Bere.

CHAIRMAN ;

{ir, Sandera rose.)

Mr, Ssnders is Chairman of the Board of Panhandle

My, Potter?
Here

dy, Reanbin?
Hore,

Nr., Ritchie?
Hore,

Mr, HRitte?

IR IR

Mr, Roduann?
Here,

Mr. Rowan?

Nr. Sanders?

Eastern Pipe Line Compsny.

(Applause,)

P
w, o

N
;.n.‘"! # m -
MR,

ot

o
= B,

BROWH 3

BROWR :
MARTIN 7

Mr, ¥ilton Scott?
George Meamon for Mre, Scott.
Thagk you, Mr, Sewell?

Tom Martin for Mr, Sewell,

Mr, Sandera, will you plesse stand?
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MR, BROWN: Mpr. John Shaw?

l"'m. SMWI m“-

THE CHAIRMAN: Mr, Shaw, will you plewso stand? I
Otr. Shaw rose, ) *
My, Shaw, & new asmber of the Council, ia Prﬂidnnf
of the Southern Naturml Gas Company. :
(Applauss, )
M, BROWN: Mr, Sherts?
regponse . ) e
BROWN: Mr, Shumwsy?
CHAIRMAN: Just a minute,

BROWN: Excume me,

BHEEF 3

CEAIRMAN: My, Shertx, also a new mewmber of ]
the Coungil, is Premident of the National Tank Truck t'.'.!lx:"r:i.m!‘l'q1
Incorporated,
(Applaume.) i
MR, BROWN: MNr. Shunway? u
\n, SEDWAY: Here,
MR, BROWN: My, William Wikoaff Bmith?
{No response,)
MR, BROEN: My, Spahr?
. BPAHR; HNere,
. BROWN: MNr, Steed?
STEED: Here.
. BROWH: My, Strauss?

RN




i Council, ia Preaident of the Natural Ges Procgsscra Associo-

- tion,

|m GAGNE: Fred Gagne for Mr, Strauss.

MR, BRGWN: Mr, Bwenringen?
‘" MR, PARRELL; Dick Farrell for Jobn Swearingen,
MR, BROWN: Mr. Talinferro? L
MR, TALIAFERRO: BHare, g
MR, BROWN: Mr, Tarkington?
MR, TARKINGION: Hore.
MR, BROWN: Mr, Albert Taylor?
- MR, TAYLOR: Here,

THE CHAIRMAN: Mr. Taylor, a new méeaber of the

(Applause . ) !
MR, BROWN: Mr, O, P, Thomam?
" MR, THOMAN: Hare,

THE CHAIRMAN: Mr, Thomas is President of the Sin-

¢lair 011 Corporation, a nev msmber of the Council,

(Applause,)

MR, BROWN: Mr. Van Thompmon?

MR, BROWN: Mr, Truwe?

{No responme.)

MR, BROWN: Mr, Van Gorkom?

;- BR, VAN GORROM: Here,
MR, BROWN: Mr., Vaughey?
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THE CHAJIRMAN:

VAUHEY: Rere.

BROWN: Mr, Vockel?
JAMESON: Minor Jameson for Mr, Vocksel,
BROWN: Mr, Ed Warren?
WARREN: Here.

BROAN: Mr, Everett Wells?
WELLS: Heure,

BREN: Mr, Yemley Weat?

WEET: Here,

¢il, is from Houwston, Texus.

(Applause )

MR, BROWN: Mr. John White?

(No response.)

MR, BROWN: Mr. Whitemnn?

MR, WHITEMAN: Hore.

MR, HROWN: Mr, J, H, Willimma?

» MR, WILLIAMS: Here,

MR, BROWN: Mr, John Winger? Mr, Wingor?

(Mo responee.)

MR, BROWN: ir, Woosnam?

(Mo reaponse.)

MR, BHOWN: Mr. Jobhn Weather?

.~ MR, WRATEER: Here.

MR, BROWN: Mr, Wright?

Mr. West, n new member of the Coun-
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' MR, WRIGHY: Here,

MR, BROWN: Mr. Tkard?

MR, IKARD: Here.

MR, HULTON: Mr. Chuairmsan, I am sorry I missed my ;
cus, Mr, Hulton, for Mr. Ludwig. ‘

THE CHAIRMAN: My, Hulton, a representative for I[r.:
Lodwig, j
MR, BROWN: Thank you. ’
MR, RITIS: Mr, Chairman, Mr, Ritte, Union Carhid.a;
Petroleum Corporstion, 1

' THE CBAIRMAN: Mr, Ritts, s new wewber, is Presidert

of Union Carbide Petroleum Corporation, |

(Applaume.)

This will be an nll-tise record atiendance for
the Council, We will have a tally later on. |

In sddition to the membern of the Council, I would;
1ike to welocoms the many governmeat observers in the nud_.-!.mm;
this morming., We appreciate your coming, and your interest |
in the work of the Counoil,

The minutes of the last meeting, which was beld
on Jsnuary the 25th of this year, have been circulated to the

Are there sny corrections or sdditioos to the
minutea?

¥ROM THE FLOOR: Move their approval,
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FROM THE FLOOR: BSecond,

i THE CHAIRMAN: As many as favorable will please uaﬁ;

"aya™, i
(A chorus of "ayea”.,)
Oppomed '‘no"?

(No reaponse.)

I now recognize Mr, Bruce Brown.

i MR, BRUCE BROWN: Mr, Chairman sod gentlemen:
The wembers of the Nationnl Petroleum Council

pause 1ln sorrow and in fond recollestion to note the loss of

‘ one of our stauncheat and most dedicated colleagues. Altred
|
|

“Jake" Jacobsen pessed away on December 18, 1867, in him ouhf—

jeth year,

|
|
|
][ Born in Denmark, he migrated to Mexico as @ youth

i
i

H and in 1906 joinod Mexioan Bagle 0il Company, rising to the
| pomition of Managing Director. In 1928 ha came to the United |
i !

Staten as Vice President of Amerada Petroleum Corporation,

becoming President i 1026, Chairman ln 1955, snd finally re-.
tiring in 1967, 5

The pressurses of directing 2 highly successafnl

oil enterprias did aot prevent Jaie from giving a full and j

i

deveted seamure of service to his government, hinm industry
and to hwmanity throughout him loug wasful life,
He wag named as & member of the Petroleam Industry

War Counoil upon its inseption in Novesber, 1341, and served

|




|

Ii A

f

? untll its dissolution in Decenber, 1945, He waa named a

I} menber of its post.wrr counterpart, ocuwr present National Pa-

i troleum Council, upon its formation in 1846, and continued in

| that service until his retirement. |
During the war pariod he acted as a2 prioe caumaloﬁ

. to Secaretary Forrestal, He ves named 01l Industry Advisor

E by the Stiate Department in 1944 during negotimtions with the

British Mismion to the United States on & proposed Anglo.w

| American oil tresty. In this connection, he also went to

'i London in 1245 as advisor to a delegation headed hy the Sec-

} retary of the Interior, Harold Ickes,

In o merties of haaringe held beiween May, 1943,

end March, 1946, bafore a senatorial "Specia)l Committee In-

. vestigmting Petroleum Resources”, Mr. Jacobsen, as chairman
* of 3 specinl petroleun industry committes, analyzad and sum-
; marimed the testimonies preassnted by {ifty-seven industry
Ewitumm. He also presented to the senatorial committee re- |
£ !

¢ commendations far & “Nationzl Oil Poliey for the United
States", a2 prepared by the Petroleum Industry War Council,
Juks perved thiam Council with devotion and dig-

tinctlion. A member of many of ita advimory commitiess, he

chaired sevaeral, Appointed p menber of our Agends Committee
ip 1048, he served am its Chairman for fourteen yewrs,
Hin ctreer in Americsu Petroleom Institute soti-

vities wes sinilarly distinguisbhed., He joined the A, P, I.
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Board in 1933 and for twenty yearas, commencing in 1945, bw
served on ite Bxecutive Committew. He was for many years
Chairman of the A, P, I, National Oil Policy Cowmmittee, He i
was proainent in the affairs of other industry groups such i
ag the I, P. A, A, apd the Mid-Continemt O11 and Gam. . . 1

NHor were Jeke's public activities confined to |
oll and governmnt., He was devoted to New York's Meworial
Hospital for cancer and allied diseasesm, serving for meny ;
youra a® R momber of its Board of Mepnagement, ss a meuber of i
its Exwcutive Commitiee, and am Vige President.

Naturally and properly Jale was honored iu recog-
nition of his fine citizenship, These honors included honora%:
degress from the Univeraity of North Dakota and from Northnnl%l
Univermity, Also, in 1983, he received the Distinguished i
Service Award of the Texas-Mid Continent 0il and Gas Assoc-
iation nud, in 1967, the American Petroleum Institute’s Gold f
Modnl for Dimtinguisiwd Achievemsnt.

The Enight Order of Dannsbrog was founded in the
year 1219. In 1953 the King of Denmark confarred this de-
coration on Alfred Jacobsen in recognition of distinguisied
sérvices in promoting cultural and commercial relationships }
batween Denmavk and the Unitad Staton, é

Jake wan deliberste in judgement and incimive in
expression, He wos copaiderate of the opinions of others,

willing to expreas his own visws and always ready to “go
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the second mile",

It has heen my privilege to attend almost every

g mweting of the original Potrolwum Industry War Council and

its successor, the Natipnal Petroleum Council, either as a
government official or # committee-man or & member. The
two Councils have numbered soue truly great individumls in
their rosters -- but none more worthy of respect and affec..
tion than our beloved Jale,

ROW THEREFORE BE IT RESOLVED on this gth day of
July, 1988, that we the members of the National Petroleum
Coumeil record our werm affection far our old friend we amn
never forget; and that ve also resord our admiration mnd
appreciation for the selflews pervice he rendered to thim
Council, to mll his aollesagues in the petroleum indumiry,
to his Government, end to the people of thie Nation,

1 thunk you,

THE CHAIRMAN: Shall we adopt this with a rising
vote?

(The wembers rose.)

I would like to alter the agenda alightly and
saye my brief remarks for later in the meesting,

We are privileged to have with wthis morning the
Co-Chairman of the Council, the Honorable Stewart Udnll,

BECRETARY UDALL: Thank you very much, Jim, It
is 2 pleamure for me to bp with the members of the Counail
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ag always, snd I regret my inability to participate in the
mecinl umpects of our gmthering last evening.
|

I would like to say to the new members of the |

b

Council, 1f thay axre not aware of it, that there im nothing -?-
the National Peiroleum Councll im an pomewhat unigque oxgeni- |
wation; there im none in that industry group that bhas the |
partjoulzr hiatory that this Council hes. It roois are in
¥orld War II and the problems, the very severe and vital

problems, that concern#d the National Security at that time,

and in the very apecial relationship that grew up amxl was

foaterad by Secretary Ickes and by the lesders of the petrolem

|
induwstry at that time, and we think it offers a very unique

2 excellent opportunity now for the petroleum indusiry, !
working through the Council, to continue to serve the nntiomi
intereat, working intimntely with the Deparitment and with
the other agenciem of government that are represented here
todnay, ?

It almo, it sesms to me, looking back on 11,
offers a very excellent forum and an opportunity for all of
us to exchange views, both informally and formanlly, in terus |
of the future of this vital industry,

This is perhsps the lust meeting -- 1t probably
is the lsat mseiing of the Council while I will serve as Co-
Chairman, We are -- ns you osh see by the pace of sgtivity

that the President l& keeping up, this isn't & very lao®
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"1ame duck" administration, We still are enjoying our work. |
We have at least alx months to go, &nd for some of um, at :
least, who have been around & while, we eoxpect this to be = |
productive and creative period. We are not resting on our
RS,

We are going to walke whatever decimions we have
© make, And indead sometimeas you are free from pressuren
fnt would otherwise be present, and we invite any and all of

you informslly, officially -~ my door has always boen open

to most of you am individusls and am a group, and any sugges-

tiens that you have of policies that & new and, perhapw, lwm'tJ
timid administration — agy administration coming in ie goinp;i
to be n litile timid, I can tell you that! We welcome any
auggeations you might have,

|
i
!
|
l
;
i

I will have a few personal commants to mmlm at 7
the conclusion of my prepared remarks, because I want to 1ook{
heok with you at this period of seven and a half yoars that |
we hove cromsed during the time thet I have had a special
relationship with this Council and with this industry.,

But I wanted to comment this morning on our new
report, which we are releasing this morning, and which you
have coples of, which we are quile pleamsed with, 4nd I th!.nlq
that 1t mlso serves &s o focum for us to look backward and
look forward, in tarms of the future of thim industry. 1t

there is saything that, of course, is of paramount goncern
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to the nation nnd to the industry, it im with regard to this

' whols brond question of what the future holdsm, And there~ |

fore, very heavy emphasis has always been laid, and always
mugt bs Inid, on the reserve position of this industry, be-
caupe, in some way®, the petroleoum industry i like a bank,
and knowing what the reserves are, and what the reserve pic~
ture is, im extremwly vital in terms of an attempt to fore-
anst what the future holds,

Of course, petroleusm being & non-renswable re-
source, it im unlike a bank in that sense, nnd this is the
rerson that it i even more vital for us to know what the
reserve picture im, And this, of course, is the focus of
thim report, and this outlook with regard to (he energy re- !
mources situation in the Unlted States,.

It im the remponse of an Interior Department mtudy
group to A request that I mede for a murvey of our national |
capability to supply the stendily mounting demand for oil '
and gtw we antigipate over the next fifteen ywars. Ve nlway-j

have to take & tims span, VWe took the fiftesn-year time
gan as the fogus of this study. |

Now that we have the results of the survey be- |
twoen two covers, it ocoura to me that my romsrks this mrn':l.né
might appropristely be directed to some of %l things found
to be of particular interest, some of the main conclusions

of this report.
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The first part of the report ia devoied to an am- '

sosament of what we can expect to happen if things continue
to go along sbout as they have been doing. The valwe of
projections of thim type le that if we don't like what the
projection tells us about our future positlon, we may be
prodded into dolng the thinge necessary to chuange it -- if
there are things that we cun do.

The supply-demsand projection made in the murvey
gshows, sfter going through all the arithmetic of discoveries,
recovery rates, additions to proved reserves, and product ion

withdrawals, thnt the domestic oil industry is unlikely to

replace as wnuch ¢rude oil in its resorven as it will withdravw

for use between 1985 and 1980,

The implications of this imbalance are for a
gradual deterioration in the nation's capabilities to mupply
itwelf with crude oil, HNo precipitate, near-torm crisis 1@
in proapect, in our view, and the deflcits gould go on fAccu~-
mulating for several years, But it is olear that msooner or
later the sccount must be balanced; no indwstry osn go on
indefinitely shortening ite stocks in the face of a ntendily
rigsing demand for ita products,

Now let me introdue some gualificationn, Ob-
viously any projaction of future trends in discoveries and
resorve sdditions is only am good ag our knowlsdge about

our present ressrve positicn and the resuiis of discovery

i

'
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activity over the recent pamt.

Az you know, however, these results ere never fully
known until long after the past cemnmes to he recent. The
tigures for proved reserves and discvoveries of oil in place
are only partial atatements of the oll that will eventually
be found and recovered from the Jdepomsits elresady located dus
to the continuing development of old fields and poola, A
subsitantial degree of ambiguity, therefore, charwscterizes the
figures that we have avanllable mince 1997,

In attacking this problam, the group did ites best
to use logio to bridze the gaps in information, DBut after
all pertinent adjustmsnts and allowances were made and all
otber moditying clircumatamces wore considared, the study group
was 8till forced to conclude that the large decline in drillidi
that hna ocourred sinde 1656 haa been accompanied by A large ‘
decline in the amount of @rude oll discovered, There 18 no |
surprise, of course, in this,

During this samé period, however, the nation's
proved reserves of orude oil incressad by n billion barrelsa |
vhils acgommodnting a produstion rise of nearly twenty per ]
cent. Aond in the singls yenr following May, 1967, the pe- J
troloum industry paid $1.7 billion for oil snd gam leases ‘
on the Oyter Continantal Shelf .. sows $400 million more than
it had paid for Federal aoffshore leasss in all tho years
prioy to that time,
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Thiam certainly, I think we would all agree, is
the major event domsstically of the pnst ysar -~ the three
anles that we hold -~ the Louisiana sale in June of 1987;
the Californis, the Santa Barbara sale last winter; and the
Texas snle & few weaks ago; the responme of the industry —
1 think this i8 of onormoum significance for the future. You
yoursalves know why you made the bids that you did, and what
you think the prospecte are,.

And, of courae, until much of the drilling aciivity

is carried out, no one 1s golng to know how prudent those

. inveatments were, and what the future holds,

But it im very obvious, and we can all drav this
28 » major conclusion ~- that industry, that domestic industry
is far more inteorested in activity on the Continental Shelf
than anyone® would have thought two or threes years ago. And |
1 hope, for owr part, apenking in the national interest, that :
these were prudent bidme, and that your investments in de- ;
velopment and production will ba oarried out eIfectively, ‘
I think that if the Shelf proves to be am productive 28 most
of um think it will be, that this in itself can be ome of 7
the major positive factors, when one looks down the romd f£if- |
toen or twenty-five ysars in terss of our petrolenm future,

We are contemplating, as all of you know, an ad.
dttional usle «~ probably something eightesn monthe or two

yoara from now - in the Gulf of Alaska, which the geologists
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toll um has what appesr %o be some very favorable geologicml |

onditions,

|
And here agein, this will confropt the industry wi%h
a challenge, because the problems of technology that you !
confront there, the adverse conditions that are prevalent, |
will make 1t particularly risky, And yet the prize may be » !
particularly attractive one, E
But that is part of your industry; your indusiry
is, and always has been, an industry with a high risk oluunt‘l
This has been & gembling indudtry; it has been a bold in- g

dustry. And that is the remson that 1t ham gone to the Iour I

i corners of the earth in search of petroleum, that the c-ompanin#

represented hare today are the companies and the pecple that f

mve dons more exploring on all of the continents of the earth.
than any other group that could be gotten together in one roon

|
today. ‘

|
And o whan my soientints almo tell me that theass ‘F
wnderwater environments that are going to be the noxt major
technological developwent, in terms of offahore metivity,
that we are probably —- what? Fiye? Eight? Ten yeara avay

from havipg undervater environments porfected which will

)
i

l9ad to & new era in the development of the 3heli — I would
gay that I think that you, by your sctivity, by your bids,
m it wwre, have forecawt alremdy that the Contipsutel Shelf

iy going to be -~ not only one of the major areas of actlon




" during the next fow years, but that it mey very well prove

k

out to be one of the most significant developments in terms

3y

of the lamt half of the twentieth century, na far as the po-

troleum industry is concerned.

(At this point Mr, David Freemsn came into the
roou and took his seat at the apeakers’ table.)

In addition, of course, to these stmrtling devel- |
opmants in the offmhore arem, in 1967 the Rocky Mountain re- |
gion cAwe mlive with some of the best discoveries that have i
bsen made anywhere in the gountry in years, in Montann and J
Wyoming in particular, And to my oWn pride, even Arizons h:d
an oddball, but very significant dimcovery, which we are g].nd
that Karr-McOeo mAde. |

Theas wre not ordinarily the acts of an indusetry
that is in the process of liquidation, of the type of bidding |
and the type of sxploring that you peopls are doing and are
ready to do.

So the question remainm as to whether all the tm+
and figures which forecmst a downtwm in geruds oll reRerves |
are reslly relavant to the industry's promapects over tho next
aeversl years. |

Are the returnd to drlliing asm poor as they loek,
or are we iu reality finding much more oil per foot drillsd |
& bany ever before? Thim is ons of the quemtions that my m1+
asked thawaelves whon they finizhed this atudy.
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 Does the low level of discoveries reported over |
the paat decade roflect a true condition, ar is there indeed
a vast amount of unreported newly-found oil awalting only
further development to confirm ite sxistence and extent?
Doen the continued growth of proved reserves in

the face of declining discoveriss indicate a sudden jump iun

efficiency that can be xwlied on in the future na an effec- |

H

tive substitute for drilling? That is ancther question we asiis

Q'S Lves ., g

Or doas it mwan that for the momt part the indum- E
try 18 "living off the shelf" —. finding oil with a pencil |
by re-evaluating @ fow of the old glant fialds?

Do the huge payments for offshore leases of the
pamat year zignify high coufidence -- or eélaventh-hour des-
poeration?

And I have alresdy indigated that I thipk it in.
dicates & very sulid cﬁnﬂthmq and 2 bet on the futurw of
the resources of this country,

Are some of the recent mignificant and onshore

of onshore explorftory sctivity aml success?

This ie why no songlusive judgment ¢am be mbde
of the outlook fer the petroleum industry. The ccrystal ball,
it would seen, i’ never clear.

And this in why the report ands on & note of chal.
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lenge to tha industry, eithar to mount the additional eifort

that appears to be necaspary to provide the required addi-

tions to proved reserves of crude oll, or to demonetrate that

.t things it is now doing will prove sufficient to supply

the oil noaded to meet the riming production requirementa
of the yemxe abeed.

it hes pleaped me, and I should like to sBay that
the ewphamis that Marold MeClure, the current Prealdent of

I, P, A, A., bam given, the way ithe ham hammered away at his

| ppople that more exploration activity is the key to their

. mucoess, and thet rather than complain about what hasn't bsen |

dome in the past, that he has been expreasing his convic-
tion and feeling that the industry should ba forward looking,
and should be willing to plunge right aheamd with a high rate
of exploratory mctivity.

The outlook for productive capacity thias study

found to be warkedly different from that for remerves and

" dimcoveries. For a variety of ressons, crude oll productive

capacity hazs grown three times as fomt am production, proved
remerves, and aumber of productive oil wells singe 1948,

The gtudy group, therefore, congidered that if
the reservos wers found in the volumé needed to replece with-
drawals betwem now md 1980, the uapseity to produce them
would be acqguired as » whtier of course, Even if a somewhat

lewmer volume of reserved were found than were withdrawn,
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productive capacity would still probably be adequate,

The ouiloock for gas and gas ligulds ls semowhat
better than that for crude oil, Between now and 1980 the
sludy group conslders that sddftions to natwral gas yreserves
will more than offset production, and will acturlly ilucrease
rogerve levels by some 28 per cent over thoae of 1985. So
we have a rogier pleture on that side,

Additicng to proved reserves of amrtural gana 1i-
quids sre axpected to just about equal production, with vir- !
tunlly no change in renerve levels hotween 1865 and 1980 -~
or, at leegi, that ila our farecamt,

The Second Part of the report examines the more
lmportant factora which may influence the availability of ‘
oll and gas in the United Stsies over the intermediste Euturwj

\
technology, of courpe, new profipective areas, imports, syn- !

thetic fumls, end government policies. i

Soms of these factors influence the coat of find- |
ing and producing oil and gawm, Others iupose limits, actual r
or potential, on the price at which these proiucts mry be '
mold, ALl affect the profitability of peirolsum producing
oparations to some degrea, and hence the availability of do- E
mestic oil end gam,

Ia the coutext of a privately-financed and oper<
atéd economy, the availablility of any produgt is a Zunction

of ipvestment in the progspses that make it available, The
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atudy group did not find the domsstic oil producing buminens
unprofitable, It did find a trond of lnoresaing costs which
has substantially narrowed the range of onshore drillable
prospects in which operators are willing %o invest their
mopay. The result has been A raduction in traditional ex-
ploration and development activity.

The peport notes that the solution %o the indum-
try's profitability problem rests with the proapects for
reducing the unit cost of finding and producing 2 barrel of
oil, either by technological or mansgerisl improvement or
by finding lerge reserves, or -- ncat likely —- by somé CON-
bination of all three, There are atill large arens of pro-
mleing, but largely untested torritory offshore snd in 4l-
aska, g well as aany thousands of cublio miles of deeper Mdi.r
mwnts onshore., The very fact that these arees have remained '
so largely undisturbed during @ hundred years of wp.lor-ntion,:
however, Buggeate something of the coats and difficultiens :
|

of operating in them. Technology has contributed much to the
|

solution of those cost problsme in tha pamt, and undoubtedly |
will in tbe future., It has the potontial for contributing |
much more, and mAny are copvinged that zany gisnt fields |
remain to be discoversd in the remaining untapped provinoes e
of this gountry.

In the extensively prospected onahore &TERS, how-

avar, the msolution to the cost problam appesrs to lie not
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mo much i discovering large deposits, ss in {inding ways
to make the discovery and exploitation of smaller ohes prof- .
itabls through reducing the regular costm of exploration, i
devalopment, and production,

The report demla with numerous other conditions

faced hy the domestic petroleum industry, among them the

generally indifferent resultm ifros onshore oxploration ven-
tures, the pressure of imports and compoting fuela and the
future posmibility of challenge by synthetic oil and gas.
Not the lemst of the inflwencea aciing on the future lvnilnb.‘:l*lt
of petroleum is the dewp and growing involvement of govornnﬂnija
in overall erergy mattera, President Johnaon addressed him-
self to thim mubject in his message to the Congress in Jan- |
uary of ilast year, Our gusat apeaker this morning, Dnve I
Freemsn of the Otffice of Science and Technology, #nd formorly [
w ith the Federal Power Commiseion, im bere, and you will be l
tntersated in his report, becauwse the need for cocordinastion
of ‘edoral senergy policies is iamportant encugh to merit att-m;j-
tion at the White House lovel, |
I camtot ¢lose without acknowledging my ainceres
.
apprecistion of the way in which your industry bam responded i
to the need for better, more meaningful infomation on the
nature and results of ite operations, This study is, to a
aubstantinl degree, possible only throngh your cooperation

an alwoys,
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The new series of data on ressrvem, ultimate re-
govery, productive capacity, and discoveries of original oil i
in place publimhed jointly by the A. P. 1., the A, G. A,, E
and the Canadian Petroleum Asmoclation, are a landmark achiuvi-
ment .

The Council's own iwo outslanding reporta, "Im-
pact of New Technology" and "Factora Affecting U. B. Explor-
ation, Development and Production', were bamsic refersnoce worig

for much of our study group'a considerations. The response

of industry representktives to requesis for assistance to
the Federal Intaeragency Petroleum Statistics Program, for
which my Department has focal remponsibility, bas been gra-
clous mnd cooperative, As we continue to improve the quality
of our information on the oporations of the petroloum in-

dustry, we will aslso improve the quality of our decimions and

tha poligiez which affect those operstionm.

Your industry im now in its 190th yssr, and regw
ularly throughout all that long period of time, therw have i
besen cries of alarm that the Nation would soon run out of
oil. 'These warnings have invariably been wrong in the past i
snd I believe thet they will continue to be wrong in the fu.
ture i1f you do your job properly, But this is aot the issue
anyway.

The resl problem that the domswtic oll industiry

wust somsday face is that 1t is demand whioh will eventually
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be exhausted, and not supply. The volume of oil in the rock

beneath our feet is enormocus, and we can have all of it we ,

! wnt -- but at costa which rise with the incremsing difficulty |

of reaching it aml producing it. But the consumer paym only
the going price of energy in the particular form it im re-

gquired -- and he i@ not interested in recompensing petroleun
producers for coets which may be higher. If such a aituntmn%
should develop, the certain result would be a takeover of

petroleus marketa by competing and substitute sources of

energy, vhich im the reason I think that Dave Fresman'e
presentation will be of speciml in terest to you today, with
a decline in production caused not by an insufficient supply, E
but by the pimple choice of the impericus consuser,

It has been one of the things that I have learnad
ih my job, particularly in working with an industiry such es
yours, that economics cslle the shots most of the time -- and
should, i‘

1 think that this nati-cm vill remain strong and
powerful economically ag long ag it is efficlent., It is al- I

most that simple, I think that the ressmop that we are an

economic powerhouse io the world scene today can be traced,

md, of course, this naturally embodies the smount of mopey
we inveat in research, our mbility aa engiunears and scient um_{

to perfeet techuology, am well me our ability to be bold
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and to be shead of otlars, in termm of the new mteps that it

is always possible to take. j
|
Thus far, through a combination of imnginative {

mnanagement and superb technology, tbe oll industry has managuq
!

j
!

to subdue the tendency of coats to rise to the point ui
threatening the compatitiveness of it® products, But the
problem i8 ever-present, and it gives no signs of d.imnishingg
in the period juat ahead, The best efforts of the indudtyy :
will be required to meet and mester this pew phase of -an old ‘
challenge, _ ‘

Thos@ Are my proparaed remarks, and as I indicated :
a wmoment ago, I would like to reminisce s little bit, it I

mey, because 1 first addressed this group on thie rostrun,

as I recsll it, when Walter Hollernan, the late Walter Holler+
pnean, Jim, wap the Chairmsn of the Council at that time, in !
Fehruary of igsl.

The mixties mre still with us, but they will soon
be history, and I think, therefore, having bwen one of thoss
stubborn Cebinet officera who stayed on during two li'xs-umlicl'lm’eui
in moat of the =ineteen-sixtiea that maybe some of @y own |
reflsctions might be of interest to you, because there wers
very few of you that I koew weven end a half yesars ago, and
yet I look out today and mes many faces that are familinw;
many of you are warm persons) friends, many of you mare Ro-

quaintances whose friendship I vaiue, and you tirat met me
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probebly you thought, a rambunctious aml cocky young Congrnn-{
man who momvhow managed to get in a President’s Cabinet! |
But I c¢an aay to you that these have been very r

exciting years for me, and watching the nation grow, and wath_
ing particular segmenta of industry very closely, as we have |
had to do, snd of seeing how the decisions are made, aad of }
meoiog bhow ar industry behaves undér pressure, snd how or |
what its own conception of the national lantereat ims, has heen
one of the fascinations of this job.

I pereonnlly think, for a number of ressons, thai

these have been good yemrs for the uniion s a whole. These
have been yerrs of mteesdy growth.

One of the great accomplimhments of the nineteen-
pixties any way you look st it, 1t seems to me, i the fact
that -- whether temporarily or permsnently - we have licked
the business cycle. The new economics im given much of the
credit for this,

I think industiry itmelf, and the wny it ham man-
aged its polloies and made its juigemsnts, ham certainly plarﬁd
& major role in this,

Bat we do realims that the nation is much stronger)
our economy im stronger, if we can hmve s constant rise,
rather than have the roller coaster dips that have festured
our economy in ths paat. No one is prediciing at this point

that the nstion ian't wise enough, in terms of managing ite
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economy, that we woen't have future recossions of some kind.

But we have it in our capscity, if we are wise and flexible,

if govermment and industry and labor can work together, to 3

not only hold inflation ut reesonsble levels, but to continue .é
this kind of steady growth,

! I think all of you would cartainly say that the

petroleum industry is hemlthier, is stronger, todsy than it

" wae eight years ago. This is due to a number of factors.

Among then is no't only the incressed diversificetion of thise l

industry, but the fact that the industry itself, when one 100]%.
at the internatiohal scene, hags a much bigger stake in the

international petroleum picture than it had before., 4nd I :

think that this 18 good not only for the nation, but geod
for the worid #s a whole,.

|
1
3
|
i

I would say certainly when one looks st the nutionﬁl

security mspect that we are on a sounder footing as a result
* of experiences of recent years, and that the nstion kuows
hetter and wiser ways in which to conduct itm affairs mo that,
as far ag snergy is concerned, the nation ia more saqure,
I could emphasize this by eiwply talking mbout the unimpor-
tance of Guem:

We -~ part of the dialogus ss I lasrned early with|
the petrolews industry people was, of course, the Sues criais

of 19868, and pre-Suex and post~Suex, Well, Suex imn't very

important today, and it is perhape going to beasoms 1688 iB~
portant as 8 result of the events of lewt year,

. ., .
LN, S S R I A |
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The fact that indumtry in this country, the industay

i’ in the Western world, the petroleum industzry, the energy
. i industry, was able through wise mepagement and a little flex-
tble broken field running, to survive the Middle Esst oriab
i of last year and take it in stride, [ think, weas an indica-
‘ tion that we have learned sowe lessons from the past, and
that we are prepured and we are looking mlways to do busineas
{n such a way thet political ¢crises and extraneous facyors in-+
i terfere as little as posmible,

I think this is a very sound development, and it
indicates an attitude by industry to invest and to make de-
cisions that are good for the long haul, and that are also
iayed in with the national intereat.

i There nlso has been a continuing heavy worldwids
impaot, it meems to wa, when I look at theso years, in the
 whole field d science and technology:

| The increasing interest in the Shelf that I have
‘ just mentioned.

!l The development of the supertsnker,

The continued improvement in drilling and production
; md refining,

. ' All of these things are not only helping petrol-
oun keep competitivye, but they are adding to the strength
and hemlth of the industry,

I would single out too &8 another major develop-
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sumption that we operated on so long -~ and this really wam
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want of the nineteen-sixties n very deep inc ‘wass, not only
in awareness, but in performance of the fndustry with regard

to it conservation reaponsibilities, as I will call them, to

|
i

We have made under President Johnaon, in my judge-
ment, one big basic decision with pegard to conservation,
which has, of course, enormous implications to industry, aand

particularly to you industry. And that is that the old as- j

a basic amsumption - that a highly industrimlized country

such us ours, that it was inevitable that such a nution would
also ba a dirty and unclean snd ugly country, because the i
debris -~ whether it is the effluence from our factories
poured into rivers, or the lefti-over carcasses of our pro-
ducts, that the country just had to be unclean and dirty and
uninviting.

And considering the wenlth we have, snd conslider-
{ng the cxpacity of moiencs to tesch us how to earry on businds
affairs in a clean anxd orderly way, to clesu up meEses when
we make meamos, I think the sountry im now commitisd to the
tdew that we oon be both muccesaful in tersms of our industrial
production, and that we cap bave & 0lean country ms wll,
¥e haven't secompliamhed this yet, but we have set out down
this road,

You find us oonstantly hammering at this, I hope
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and expect that whoever my successor is, be ia going to be as

nuts on conservation generully aes I am, becsuse 1 Bimply
taink that we owe our children and their children & responsi-
bility in this field, And President Johnmon has come down
hard on this,

And I would say, looking at industry generally, I
think that the petrolsum industry has reacted very well to
this challenge, You are making invesioents, mofat of you to-
day, that you were not making a few years ago, ‘n termm of
ontyol of pollution. You are going to have Lo make more in-
vestuants, I don't haar too many complainta from sny of you,
You are duing this as part of the normel course of business,
arnl you are passing the coet on in your products, as you
should, and &s we properly do in this country.

But it is part of the creed of busineme today,

and must be, that we are going to carry on our sctivities in |

such &2 way that we do am little damage as possible to the
other resources that are so vital to the peopls, Whatlwr 1t
iw water or eir or the land, thess responsibilities are momt
vital,

And it plesames me no uxi, and I sometimes soribbls
little notes snd send them to mome of you here, when I mee
actions that have besn taken, particularly when I ses momw
of you ihat sre belping to tell the conservation story with
your sdversining NWIII, snd with your otlmr sativitiss,
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| So I believe thias has been a major development.

'[i And T believe th_nt'“ will all look back on it in & few ysars
as 8 major schievement in terms of the general managemsnt of i
man'a environment, 1
! We have, in the nineteen-asixtiea, in my Department,
tackled one problem that sat and went unnoticed for thirty |
or forty yesars. I refer to the oil shale program that we

have been attempting to develop.

This has token -~ and ss I look back upen it, we

can certainly bo ¢riticized maybe for tailing to go up one

gide snd down the other, but I think that we do deserve cmdq:
ii for having taokled the problem, for having attempted to get |
| it ip sharp focum, mo that we can begin the development of th*,-n

resouros .,

!
i
i
i
]

The recent report that we lssued a fev weeks sgo

| pgpresentsd aome of the best ataff? work that I have meen in |

the Departmert in my seven and a half yeara, 1 om sure that

all of you mre remding it with great interest,. We amsked

soma of you in the room here for your gomments and oHRBYYA-

tions mnd sugpestions in the latter atages of preparing that

ol iy z;

report.

1 hope that before I leave office that wo cmn try
ot some of these test lesses, I think that Lif —- once wa
gan got the technology, certainly if we have = tochnology,
when you talk about the reserve piature that I was discussing
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a moment ago, if we had a technology to turn oil shale into

H

& usable petroleum produwot, and we could do thim wonnmicnny.l

suddenly this vhole vast deposit of oil shale is mdded to
our petroleum reasrve,
So this is probebly the biggeat factor in the

picture whon one takes a longer look, & fifty-yemr, or one-

hundred-year look, because thia country is fortunsate in that

ve have the largest deposit of oil shale, und the richest,
that 18 known in the world today. Amd thim I helieve fifty
years or & hundred years from now will be a dominent factor
in the world energy picture,

8o we will accept criticism of any who say that
wv¢ have gone tooc slow or we have been -— wo have donpo that
deliberately, because it has been my fewling all along,
conaidering some of the explosive argumtnts that have been
nade, that I would rather go 8 little too slow and be sure
of my groumi, than move too rapidly and atir up unnecessary
controversy that might actuxlly set back the program,

8o thie is going to continue to be a subjeat of

interest and discumaion, X am aure, in the years shead, But

: 1f the Canadians with the help of Americam companies aan

develop tar sands, we can develop oil shale -~ [ aw sure of
that,
I would also comzwnt - and I would tresd cure-

fully, beesube I know that ypu @ll have your own views as
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to the import program, the oil import program. But realy
looking at it, deapite all of our conflicts and arguménts,
and all of the degimions that we have made, I think the oil
import program is on & miabler, sounder basis oversll than E
1t was previously, The putting in the 13,2 formula for dim-
tricts one to four was certainly 2 major step. This put an

element -- this, in effect, put a ceiling on 1t. It put it

in & proper perspective mo that everyone could understand
1t. f

1 em not going to tell you all sbout all of our E
mmgotintions, and the way we had to handls so gingerly all of
our relations with our neighbors to the North in Cansda,

Many of you, or your companies and submidiaries, are 1nvolveda
in Cansda. But this has been a verysenaitive and delicste
roblem and yet we have managed it somshow,

find I sometimes look back, beumuwe ws have had
two or three Canadish governments; the Canadians have bad a
highly expert group of teohnical peopls that we have worked
with, and we have msnaged somehow to work out owr probless
with thenm,

And 1 think this is good becsuse, certainly, our .
national security intersst, whigh is at the heart of the oil |
import program, is served by having a strong Canadian petrol-
eun industry, and one that is geared in with our own. A&nd

so I will sisply expresa the opinion -- and sope of you emAn




56

nrgue with me privately -- that I think that despite all of
the decimions and sctions that may have aroused the ire of
some of youst one point or mnother, that generally apesking
the import program is working remsonably well, that it is, :
as I said, or a mounder and atablexr footing than it was pre- ;
vicualy, and I think the national intersst is served, I 1
think it represents & pretty good compromise of the various
intereats that are preasent, '

We are going to continue to hesr argumenta from |

some of the economists nnd mome of the conaumer intersets tmﬁ
we ought to have more oll importa, because after #ll the |
present lavel of importms repressents an attempt to strike a
balance, if you want to think of it that way.

And certainly, wben you start talking about bal-
ance of payments, the balance of paywents problem, more of
our money goes out of this country for purchames sbhroad for |
petroleun than any other commodity. This le nuaher one, 1in
terus of the outflow. And so that, also, is part of the plc-
ture.,

On the other hand, you have the sconomistm who
will point out what they think would be the benefits to the |
consuming public if you had twe or thxes tisds as sugh im—
ports. And this I permonally think and have come to believe,
that the nationnl imteremt im served by hmving the right kiod

af balsnee,
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¥hen oné lookm at the national security esipect,
certainly, if we wers -~ if, over thim lsst period of the

last ten years we had hmd no imports vhmtsocever, and we had

been draining down our reserves very submtantially, our pio- !

!
i
|
i
i

ture might be significantly different, It might be even al-

araing today.

And I think that whoever, whatover political party
is in power, whoover is adminimtering the oil import program,
their main problem is going to be finding what this right

Inlange is, in terms of imports versus domestic production,

And wo will have to weigh in as a primary faotor the national

interest, the natiocnal security interest, snd the overall
economic interest of the country.

And this is a big, tough problem. 4nd I don't
maetend to know all of the snswers, But I qan tell you that
I have had soms very hard-working people in the Department,
and that we saweat over all of these issvea, None of them
are oasy, and we don't make them lightly and we have tried
to do our best to be fair in making the decisions that ve
have muade.

Fipally, on an sven wors persoudl note, I would

11ke to express my thanks to 31l of you who have mudo speqial

contributions to the relationships betwesn government and
this industry doring these years,
I bave to mention specifically tiw mesbers of your

|
!
:
i

]
j
i




O S S

58 |

group who have aerved as Chairman or Co-Chairman with o in
the Natlonal Petroleum Council: :

Guinn ¥ollis; of course, Waltexr Hollsrnan before !
him; Jake Hamon, a great guy, who served sc well; and Jim '
Donnell who has done an outstanding job, as he doss in nnry-i
thing, I would like to express my personal thanks to thess
men,

I would like to add, finally, that I predict =
great futiwre for this industry. I do this becauses it is
¢harscteriged -- I have comd to know you and know the way you
do busingoss, and I think that this is an industry that, more 1
han wmost in our country, haa besn charscterized by boldneams.
You had n» leasdership that has bwen bholder than that of moat
industries, You bave been willing to inveat in reasearch, to
try out pew techmalogy, And it aay be thaet this gambling |
elsment which im involved in exploration is one of the th:lng:é
tiat has drawn to the industry = type of lsadership that ims |
nore venturesome then most,

Apnd wm long B8 you are willing, a8 long as thim

indusatry keeps this element of boldnesxs in it, a9 long am

you continue to have a faith in the future of this country -.-.:;
because it is that faith too that caumes you to be able to |
persunde your Board and yowr stockholders to make bold in-

vestments; belisf in the future, a belief in world stability

and world peace, o belisf {n ths fact that this gountry han
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a special ro)es to play.
So this is my little farewell speech, My dooxr is
always opsn to all of you, Nice to be with you this wmorning.
(Applause.)

THE CEAIRMAN: Thank you very much, Mr, Secretary.

L ad

On behalf of the members of the Couneil, 1 would 1lilkke to than]
you for the intereat and gupport that you have given this
Couneil in the past seven and @ hnlf yeurs,

It has besn one of the mogt productive periods,

I think, of the cooperstion betwoen governwment snd indumtry. |

Many fine reports have been prepared, and studies are under- 1
way on 8 pumber of additional very important onea, E

1 would also like to thank you for the thingse i
that you have said about our industry at the comncluaion of yo+.|2
mmarks. 1 think moat of us who have spent our liven in this ‘
industry are proud of it, proud of the things that have heen
sccomplished for our country and its welfoare, And we are
happy that you share our own foelingsa,

(Applause.)

(At thim point, Secretary Udall leit the roon, )

I would like now to introduss a new mamber of the
Counail who anme in just ag the role call was being finished,
My. Barle Maddox, the President of the Association of Oilwell
Serviging Contrastors,

(Applavae )
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| years ago. He has been dead ten ysars, but he also vas on |

canned spesch in various counties throughout the State of I1-

! daidn't know what the hell to say - excuse the expression!

it (Laughter,)

| i
| |
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del)l Moore, Assistant Secretary for Minsral Remources.

|

!

: i
| i
i

(Applmuse.)
MR, MOORE: Thank you, Mr, Chairman, my collesaguda
at the head table, gontlewen: |
I After hearing Secreisry Udall speak, I am reminded

of an incident that happened to my father quite a number of

the platform speaking rather exiensively over iwo nreas of
the Middle West.

His boss and he were traveling around giving a

linroim. My father was quite & prankster. He snjoyed very ]
much pulling a joke on snyons, 8o after about the tenth
meoting he jumt about had f# boss's, George Metxger's, speech
dwn pat,

So finally they appesred down in Bouthern Illi-
nods in a little ¢ounty, 6nd be got up and gave CGeorge Metz-

ger's spesech, And when George Metzger got up to spemk, be

I feel u little bit like that today because Se¢-
retsry Udnll has given my speech!

(Laughter, )

A YOICE: Give his!
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MR, MOORE: But I will improvise and perhaps I |
will shorten it quite a bit. '

I am not goimg to put very much in there about
synthetica, He has covered that. |

But nevertheless I will give you & shortensd ver- ‘
sion of what I think 38 in store for the patroleun indumtry. ;
I guens the thume of my remarks would be, "What do you do 1'01'2
an encore?" 1
Secretary Udanll ham given the highlights of our i
new report on the outlook for future petroleum aupply -—— in-
cluding its observations on discovery and regovery rates,
reserve additions, produstive capacity, coetism, and the spo-~

dfie¢ problem of & prospective imbalance between cruds oll

resarve ndditionm snd produgtion,

In view of the rather extenmive background that i
Seeretary Udall has provided, it would sesm mppropriste for |
ms to begin where he lsft off; namely, with the problem im. ‘
plicit in & condition of expanding production and stationary, ‘
or shrinkiny, reserves, What are the responzes that w as :
s nation can make to mwh & situstion? What are the options

open to ue, given the basi¢ national requirement for a secure,

the lowast < st commensusate with othexr national objeatives?
The key spegifiantion here is the phrase “in the
forms needed.” Over the long run, this erphasis on fora
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is notmpecially relevant, because given enough tice adjust |
mnts can bs made to scoommodute almost any form of energy to .
almost eny application, DBut over the short mnd intermsdiate
rangs —- which is the period of our concern --— form i8 gru-

atnl, Without liguid fusls, airplanes do not fly and aut o

mobiles do not run, Even in the area vhere fusla do _ompete ‘
directly, large-scule shifts from one form to another take |
a long time to accoamplish. By and large, we're ﬁmk with ’
our present energy use patterns for years into the future, i
and thiw is the contral festure of our concern with the out-~

loek for our crude oil reserve position between now &nd 1980‘:
In 1968 we have a general requiremsnt for ensrgy; but beyond
tlnt we have the specific requiremant that two-fifths of our
energy be in liquid foram, Insofar a® we can sew, the ligquid l
component of our ensrgy requirement for 1980 will ba only & :

few percentage points lese than it im today. é

In these circumnstances, what are the things we cnné
do to assure the nation of an sdequate supply of low-cost
1iquid fuel energy?

Firat, we csn try harder to improve our performancy
in finding and recovering gonventionaml patroleum in the U,
5. - not becawse otl im nuwber two in the energy competition,
but to impure that it centinnes to be number one, Oil has
a 1ot going for {t bers: » mound, vigorous, ongoing, Pro@-

pering imdustry; a vast pool of skilled manpower snd tﬁchn;icn%l




63

Enow-how; highly trained and imaginative managesent at all

bv da; adequats sources of capitul, and » great and growing

fund of knowledge mbout the physical environment in which the
ndugtry operates, F

Fortunately, 1 might add, a lot of what wo know !
about that environment is not true, ;

I say fortunately, becauss there is a mtrong human |
tendengy to foreclose a lot of valuable opportunities to owr \
productive use becsuse gomewhere along the line we convinced |
ourselves that they dih't exismt. 1

In 1820, for example, everybody Lknew that there i
wasn‘t any oil in the Permian Basin, and we had a couple of '
hundred d¢ry holws to prove it, In 1944 we know that — and
I'm guoting now - "the petrolewn which lies within our con- E

tinentel limits cannot ba depended upon to supply us forever,

i
i

or even for very long." This had to be right, It was the
Department aof the Interior that anxid 1it!

(Laughter.)

By 1965 most of the industry had convinced itself
that thers uwas no sonse wasiing any more tipe or money 1in
the Reaky Mountains, Try and eell that line of nrgument in

the Rockise today, in the Powder River Besin, particularly!

Todmy, in 1868, we lnow -- just as firmly as ve
knew w1l thesme other eternul truthe - that we have found

jugt sbout a1l the large structares that we oan expect to




ﬂ try" to call your attasntion to the vast increases in the

64

find onshore in the ahallower formations; that the Kid-Con-
tinent ares is moribund; that coste are trending upwerd; and
that discoveries are in a long-term dec¢line,

The greateat contribution tha oil indumtry could
make to the nation would be to prove these things are wrong,
me it has done in the case of countlesm other veritles in
the years gone by.

And, gentlemen, I cannot express to you the true
depth of my fesling that the key to the revivel of explora-
tory sucgess lies in the minds and the attitudes of the in-
dividuals charged with the responsibility for the dectialon
to drill or not to drill, Ve cannot simply will success in
finding hundred-million-barresl fielda, But suocessa will nevexr
mwe in the sbaence of will, Oil is never found by people
who have given up looking for it.

I van produte no countervailing evidence to bal-
mce tho well-sestablished record of increasing failure ratea,
mounting coats, and diminishing average aize of discoveries,
I do know that suck date describe only what has happened in
the past, nand that they do not necessarily -~ they cannot -
take into sccount the factor of chenge. But in today's world
disnge ip the nrme of the game, |

1 meed only to cite your own semoable report on
the "Impagt of New Teohnology on the U, B. Petroleon Indus-
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productivity of your industiry over the past twonty years or L
o that have remultsd from technologicel change. Or to mind
you to think about how nany lesses you are making money out é
of todany that would have been classified as gubmarginal ten |
| yenra ago. i

i Today work is going on in & half a doxen ureas

which could comp letely change the outlook for domest ¢ re-
| Berves of both otl and gas between now and 1980; steam in-
' jection; nuclear fracturing; in situ combustion; digital

processing applied to geological and geophymical data; and

| wagures to improve drilling rates — to name some of the more |

! i

. highly publicimed efforts, |
y Wot only technology, but adainistrative changew f
| will contribute to thy prospecta of the domestic oil ludum- |
try. I feel certain that the trend toward widor well spacing
wili continuwe, and that eventually the growth of understand-

ing will permit the widempread ume of unitimed production, |
with all itw attendsant savings and benefits. As the report

ataten, these administrative snd regulsatory improvements can

contribute Bs much to lowering operating costs as any tech~

nologieal innovation now in sighf.

Meunwhile, your industry will have its hands £ull
testing the nev offshore leassw acquired in the thres ailes
over the past yesar -- 1,650,000 sores altogether, and 8
rotorn t6 the federal govarmwmnt of $1,700,000,000.
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! busy ones in these provimoes, with a great potential for
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This 1,650,000 norea is forty per cent of the E
total amount of Outer Continental Shelf scremge held under

oil and gas leases ne of Japuary 1, 1987, on which soms 8,000

domeptic discovery of both oil and gas., We will all bs await-

ing the results with intense interest,

In Alssks, while exploration in the Cook Inlot

i
I
|
|
!
¢

Basin is catching its breath, two highly promlsing new dig-

coveries this year again cal) ouwr attention to tlw north

side of the Brooks, the North Slope of the Brooks Range. In- |

desd, the possibility exists that the two wells have tapped :
the same reservolr,

There are tremendous problems to be encountered,
to be surmounted in every phase of that forbidding region,
The mean mmnusl temperature, I believe, ia ten degrovs Fabh-
renheit. I have no doubt, howsver, that theme problens will
ba molved, just as so many have been solved in other years
e by.

Alaska in '68 might well be compared with Texeae
or Californis in 1900, We have absolutely no ides of what
ite full potential will turn out to be, But baped on infor-
mition seceived to date, the uliimate potential could be of
gromtest algnifioance,

In ity search for new places to look, 1 know th at
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your industry ie keenly snticipating the synilability of the
Council's new study on Future Petroleum Provinces -- am in- i
deed are we in the Government, The updating of tha work %
done by the American Association of Petroleum Geologlmts in t#lu
ares im long overdus, and & vamt smount of new datn has been l
generated mince the symposium in 1951. The result of this |
effort should be an extremely useful document, a documsntin-
tion of the petrolaum potential of all the important sedim-
entary regiona of North Amarica,

We wish Chairman Otto Miller mnd his fellow Com-
mittea menbers GCodspesd on this, their very important aunu-n---i
ment .

1 would lile to maie another point in this rcgard.i
The newer producing provinces —- Alemks, the offmhore, placea
like the deep Delawars Basin in West Texas -- have gottan i
moet of the headlines snd intereat, snd a lot of the drilling
money over the past several years. They are thw new hori- |
zons, amd it is anderstandebls that peopls will expect a
great doml out of them, because they do have A great poten- q
tal, But the contribution of these new frontiers is mtill
1ikely to meet only a fraction of our total needs hotwaen novw
and 1980,

The prolific Louisisns offshare, for example, has
baon under development for twenty years, and during that
period it has added only some five bhillion bharrsls of liquid
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?
hydrocarbons to proved ressrves out of a total of uvonty-ﬂv&
billion for the nation am a whele. Lamt year offshore oil
groduction was less than ten per cent of the nation's total. |
| This suggeets to me that the bulk of the Nation's |
future oll supply must still come from the historic pr-uduﬂin-gz
provinces that have besn providing our petrolsum for over 100;
y ears, | There are many places in these iress where we haven't
yet exhnumted the pomaibilities for discovéring worthwhile |
depoeita, and as exploration concepts mnd toole continue to i
improve, we can expect the more imaginative prospectora to b-!
suceessful in finding them,

Now sinoe Secretary Udall covered very well the J
synthetice, he covered the oil shale developmant, he covered l
0il from coal — but I do have a few remarks that I would l:udj:
to add to thowe which he presented to you, bringiug in very J
briefly the oil import control progranm, |

The oil import control program will have to con- ‘

tinwe, ¥Ye wolld be placed in a very ridiculous position withy

4
i

out an oil import controcl program.

Thig epesch is totally unrchesrsed, No one ham 1
given me the remarks for 1t, but I am geing back into my i
Wy .

It has its impmot even upen the development of
syathetion,

We hope that we can find # grent denl uof oil in
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the Uuited Btates, in themo £ifty States, and the Arctic |

Blope, im the Gulf of Alaska -~ wo have slready found it in
| ® the Cook Inlet; there im probably more to be found there —-
in the Gulf of Mexico.

{ But 1f we 1o have to go to thase new sources of

oil, we algo have to look st our preseni sources of liquid |

hydrocarbons:

We have roughly thirty-four per cent -- I think

that figute is right — thirty-four par cent of the domestic '
production of oil is in the form of marginal production from |
marginnl wolls, Without an oll import control Program - ;
whether you like it or whether you don't -- a great many of |
i\ thome thirty-four, a great portion of that oil -- that i@

roughly m billion barrels & yesr — would not be produced. '

Those wells would be shut in bscmuse those wells mimply cnnn-d?

i compete with the wells of the Middle Esat with produstion !
| of five thousand or seven or eight thousand barrels per day. '
| 8o without an oil import ontrol program, and gompeting on E
the world market, we would not only lose the production, o
greot denl of that hillion barrels -~ axd I don't lmow how
! muoh; ho one, I suppede, could tell you exaatly -— but once
. thoue wells were shut in, they would never produce mgain.

And T think the oil men in this orowd know exactly what I am

talking about.
Bo we mot only lose the produstion, bui we lose
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the reserves bahind that produwction. &o¢ then we have to re-

!

appraige our entire ligquid hydrooarbon pomition. :[
Furthermore, it is well know that our mynthetiocs,
e2lthough they are almost competitive ut the present time, if
they wore to have to compete on the world market, with the
prlaes of oil as it {5, when you are where they cen produce ﬂﬁ
or meaven or eight thousand barrels a day, then the develop- |
ment of synthetic olils from the tar sands or from coal or

from the oil mhanles would be delayed for mmny yoears, &t least

to the extent that mtil such time that we beoww totally
depondent upon foreign sources for our mupplios.

So, gentismen, when we talk about the synthelics,
ve are talking ebout synthetics at n price. And wheh we Are
talking about the oil import control program, there is an nwfn'n.
lot to be said about not only the liquid hydrocarbon poai-

tion, bit the position of the liquid -~ of the mynthetie £m1+

The point of my remarke, the point of thesw mmrlq
|

Rlag,

is this, that we will ultimstely develop tls aynthetics. ‘
How soon we develop tham depsnds, of course, upon the price
at whieh they can be plssed on the market, sud the competitive
aren —— in the competitive aren,

I suspsct that we will howe am oll import control
program for many yesrs. Therefors, I would sawpeet that the
dovelopoent of oil from the tar amnds, witieh hew slresdy

sgarted at Fort Meaclurrmy «- snd you 81l know this is » reslity,
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{

| on @ very mall basis —- forty-five or fifty thousand barrels.

!

i ® dry, T believe, through the oil shales and the coul will
. . phase in over & period of & numbey of years, but during that

period of & number of yesra, ud the technology develops .-

and we intend to help it develop to the maximum extent pos-

sible in the Geologicsl Survey and the Burean of Mings and

the Departmont of the Interior, and the other agencies of }
e governmeat participating - we will still heve 2 neod for *
| millions and millions of barrels of oil, becaums we will,

between now and 1880, use jumt shout as much oil am we have

veed for the lagt hundred years, strange as it may seom,

So 1 wouldn't expect to mee oil from cual apring
| up overnight in huge quantitios, The tar mands at Fort Mac
1 Kurray have coat $350 million to produce 45,000 barrels = ;
' aay.

You oan multiply that, and that, of courme, i» o-nl*-

a very amall frasction of the mmount of oil used in the United
Statem svery day. Youdn nee the huge capital invemtment

involved, and you can se® the necessity for maintaining a

. high degree of stability in the petroleonm industry that ve
have enjoysd over the psat fow yeRrm.

@ | As we look shead to ¥he future for the supply of
our liguid fusls, I must say, however, that I am far more
tmpressed with the promims. that it offers then with the prob

Jens it pressnts, Batwoen our remources of soml, oil shale,
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and petroleum, we have an alwost incomprehwnsibhly large sup~
ply of availabls energy awaiting our developing technology. 4
And I must sey here, as & tribute to the industry, that we
do bave & vigorous, a superbly competent indubtiry energeti-
cally working at turning these rosources ito our baneficial

find I am confident that regardless of what happens

' the probleme will be surmountod by thim very fine industry. |

" without which this country simply camnot exigt. It 18 a

j
I think perhaps this argmnimation, which has been in exia-

tence for a long, long time, is one of the most valunble too

that we oan have to work on the problems relating to energy, i

fine industry, and it i» a fine group that we have here.
And gentlemen, I thank you very much for all of the help
that you bave given me during the three yeara that 1 hkave bean
in thin job.

Thank vou,

(Applause ., )

THE CRAIRMAM: Thank you very much, Mr, Moore,

It ia now wmy privilege to introduce Mr. S, David
Freoman, Director of Energy Polioy Staff, the President's
Oftice of Science end Technology.

Kr, Frooman in n native of Chattanooga, Tennemse.
Ee holds a Civil l:ngmurm Deagrow from thw Oecrgila IM-‘lﬂ‘ﬂJ
of Teghuology, ond » law Degres from the University of
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Toanonued !
Befors moving to Washington in 1981, Mr. Freeman |

served nm mn Ettorney with the Tonnessos Velley Authority in
Knoxville, He was Assistant to the Chairmen of the Federal |

|
Power Commisaion from 1861 to 1865, playing a leéading rols in*r

|

the conduct of the F, P, C.'s national power service, omi

an & hay nide in the planning and execution of the F. P. C.'8|
electric power and natural gaw regulatory progran, '

During the interval botween 1965 ami his sppoint-
ment by the President on November 23th, 1067, to his present

position as Director of Epergy Policy Staff, Mxr. Freeman was

engaged in the private practice of lav in Washington, az =
partser in the firm of Swidler und Freeuan. |

The purpose of the Energy Policy Staff, bheaded by !
Kr, Fresman, is to coordinste ensrgy policy on a governsent- ;
wide basis, i

We are happy to have you with us, Mr, Freeman,

(Applause,)

MR, FREEMAN: Chairman Donnsll, Secretary Hoore,
and mesbors of the National Petroleum Council:

Koedlesm to may, I greatly approciate this oppor- |
tunity to sddress the Natiomal FPeotroleum Counncil. Those of
us who work in the Executive Office of the President can us-~
uslly amage to persuade people to come over and visit with

ug, but an iovitation to spenk to the top advisary gonuittee
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of #n agency isn't easy to coms by. 4And I, therefore, take
this occnsion ap tangible evidenae of support for the work of
the Energy Policy Staff, and I greatly appreciate the aoppor-
tunity to be here,

I think that it is of some significance that after
perhaps eight or nine years of the administration of Secre-
tary Udal]l amd Secretary Moore that this Council would attond%
this meeting todny witha turnout, I underatand of elghty-nnina!
people, out of a total membership of ninety-eight. I think
tmt this is, in a way, a tribute not only to the Department

:; mt to the Counwil, and tangible evidence of the very strong

working relationahip that haa bheen operating to the mutual i
|
I
|

1
i

sat imfaction of everyone concerned, and to the benefit of the
nat ion,

Cordell Moore was kind enough to send me the
Council membership hefore I came over hore, and I went over !
the list, and it ia indeed an impressive list of the out- |
atanding executives in the energy industry,

I guess what ismprossed me the most wam that there
wore one or two people on that list that uaed to be eclients
of mine, and I think that perhaps thias will be the firat
occésion whew those gentlomgn get theiir momey's warth from
lintening to me!

(Laughter, )

As I resd through the names 1t oopurred to me
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that rather than telling you bout the Energy Policy Staff,
and what we have in mind, that Y should use thim cecasion
to top the vast pool of knowledge and experience in this

mdience, |

As a matter of fact, I have an ideom for doing just

that, which I shall take up with you before I relsase the
podium,

I asgume that the remson that I was invited over
here to speak todsy im that there is & certain amount of

natural curiospity anbout fny new member of the already large

federal family with whom the enerpgy industrivs muat reckon.

I think that the rumor that has been spreand that this office
waw grested jusmt to mdd to the confusion im just not true!

(laughteyr.)

It is almo not true that the agencies thenselves
are also maneging to take cwre of that matter, I think that
the renson for the creation of this staff is ore that I want
to disguss with you today, snd the reason that 1 want to tnlu
this opportunity to do mo is that I belisve that any uew
actor on an Rlready erﬁmdm stage must justify his right to
come aboard,

A famous American made the following cbmervation
eopceruing our energy resmrees, and I quote:

"In the past the Federa]l Government and She

Btates have undertisken vArious mOANIOR {0 CONMErve
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our heritage in these remources. In gensral, however,
onch of theme sfforts has been directed towsrd the :E
problems in a mingle field: . , . , It im timd now to %
take & larger view: To recognize «- more fully thap |
has been possible or peshaps nsedful in the past -- ;
that each of our great natural resources of energy af-
fectes the others,

"It 48 diffigult in the long run to envisage a
national cosl policy, or a national petroleum policy, ;
or & national water«power policy without also in time a ‘
national policy diregted toward all of thess energy ‘
producers -—- that is, & national energy resources policy.i
Such a broader and integrated policy toward the prob- |
lems of coal, petrolsum, nstural gas, and water power
gronot be evolved wo:might-.“

The two paragrapha that I have just quoted are |
to the Congress, but not irn this Administration nor in the

prior one, It wasm delivered on February 15, 1939, by Presi- E

dent Roosevelt. You can thus ses that the idea of taking
8 broader look at our ensrgy policisa 1» not a new one, and,
in fact, the first step teward implementing this ides was
taken almost thirty ysars later, vhen Presmident Johnmon
oreated the Energy Policy Staff, which 1 head.

As 1 reviewsd the subsgquent history in this field
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in the past three decsdes I find that the concept of taking |
a hroadey losk at our energy policies has been 2 fairly
controveraial one.

let we make clesr that thim present effort is not
another chapter in the controversies of the past, The cre-
ation of the Epergy Policy Staff does not mean that federal
energy policy iw to be cast in 8 gingls mold, It doss memn,
howsver, that there is concern whether the federal energy
family operates as 2 coordinated tesm and whether the var- ;
ious federal programs in the energy field are beat adapted .
© meeting the enormoum ne¢ds of the nation in the future, i
The Energy Policy Staff is simply s recognition that the !
present state of inter—fusl campetition, combined with the
very dewp government involvyement in the field of energy pol- <
igy, requires that a few pwople take on the full-time job :
of looking at the big ploture for the President.

Interestingly enough, the impstus for the aren-

tion of the Energy Policy Staff osme from a task force of

the federal agencies responsible for energy matters, Now |
this may strike you as being s bit sirange since the federal E
departments and sgencies, not unlike private companiss, value
their indepsndence of action.

Yhat moved the agencies to make this recommenda-
tion was the realimstion that the forms of energy for which

they are refponsible are comperiing in the larger endrgy
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market and that thers is no agency with the job of looking !

2t thw big plcture, Decisions by any one agency could have

major effecta acroes the entire energy scene and it socemed
to make mense to establish s amnll etaff group in the Ex-

escutive Office of the President that could prowide an over-

all agencry framework in which the sgencies desling with par-

t icular forms of energy could f£it, ;
The decision.mmking power will, of course, renain

where it is today, with the mgencies and with the Preai.-

dent, The job of the Epnergy Policy Staff will be to try

to assure thet these docisions are not rmnde in a vecuum but

with advance analysis of how they will affect the indusiry

s o whola,

The Energy Policy Staff was thus establiabed in

the Exeautive Office of thae President aa part of the Office
of Sclence and Technology headed by Dr. Donald F. Hornig, the

Frosident's Bcience Adviser. It was established an a per-

nanent, profensional staff group., Iie asaignnent in the word+
of President Joymson is '"to coordinate energy policy oﬁ R '
govarnment -wide basis”, The apaignnent includea the gques- :
tions that face government today as well as a resxanination !
of eximting policiem to be mure thet they meet tho energy
nowds of tomorrow.

1 have no illusions abat the 4difficulty of this

sesignment, Creating the techniquem and attitudes that
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will facilitate the fedearal departmentm and agencies con~
cerned vith energy in working as & team will require time,

patience, and permeverance, Thare are g0 many agencles and

$o mAny ismues thet complate coverage is not only impousible,

1t would be unwiee. Our job is to work on the major lssues ’

!

and amk the tough gquestions but not to do &ny of the work of

the mgepcies,
Va, of course,will not be involved in the deci.-

sions of the independent regulmtory agencies, hut their E

broad programng and responsibilities elso require reexamina-

tion in light of changing circusmtanps, and we consider such |
reoxaningtion to be part of our samignment, |
The work of the Energy Policy Staff will thuas

sorve the dunl function of providing the President with an

overall energy perspective in appraiming the work, recommenda;

T

tioms and programs of particulsr agencies, “,M gt the aeame |
time hopsfully assiwt the agenciem themmslvem by sssuring |
that reverberations across the energy soeue are conBidered
betore and not after msjor decimions are made, ,
Ve also expect to work very closely with the other
groups in the Exscutive Office of the President, mh na
the Bureap of ths Budget mnd the Council of Eqonomie Ad-
visers and hopsfully uske a pﬂﬁittw input inte the deoisions
naking procems at that level of government.
Comrdinstion of the work of government is, of
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course, Klways a desirahble goal, but I believe there im good J
respon, howaver, for the special interest in coordinating
the work of the agencies in the energy fleld., That reamon
in that the government plays much a crucial role in the
wlfare of the private companies that make up this mector of
our sconomy, and in turn the welfarw of the conoumers they
sorve,

1 need not remind this audience of how important |
government policy is to the fortunes of their companies.

In addition to the variety of tax, regulatory, leasing,
research and development amd import policies that have besn
part of the scens for many years, we now have the new programy
to anhapoe the quality of our snvironment,

The preexisting federal programs must be coor-
dinated with the new ones to develop economic means of burti-
ing fuels and discharging wastes without undus damage to
our environment. The twin goal of low.gomt power and im-
proving the quality of our environment is m challenge to
sveryons concerned, and especially so in the light of the
et that « .8 natior will be consuming more energy in the
next twenty years than the total energy consumption thus far
in this entire century,

Miempting to goordinate the work of the agencies
in thw enargy field does not, in ny opinion, imply thet the
governnent’s role should he snlarged,
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l
Vhat it dossa imply im that the federal goverament i

needs to take stock of these sotiviiies to be mure that
programs and policies are reaponsive to its responaibilities
to the public at large, and more particularly for asauring i

this nation of an abundant supply of low-comt energy in the

clew vhich may have served us well in the prat ere not ne-

ceasarily beat esdapted for the future, Chsnging technology,

diwninisehing reserves as compared with greztly incressed fu-
ture nesds, environmentsl considerations and changomR in

institutional srrangewontie in the ipdumiry all combine to

rsquire that government reexamine its policies for the fu-

ture,

I am sure that those of you in the audience whose
organizations aro u&re fad more becoming energy caapanies
can understand why the goveramant itself would want to take
a2 fresh look at its own policies from nn overall energy point
of view,

I have had ogouslon in the paat two wesks to weet
with officials reaponsihle for snergy policy in the Europenn
Economic Comaunity in Pruassle and also in the Fyench and %
British governments. [ came away from these medtings wﬂh
an increxsed apprecistion of the interrelationship betwsen
ths epergy policies which this government pursues and thome

of the Tree Vorld in genaral,
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This nation is oxporting energy to Furops today
in the form of goal and in enriched aranivm and pur poli- l
dem with respect to the oll indumtry have a direct impact *
on the price, availlabilivy end security of supply of oil {o {
the Free World. 1 think it 18 fair to state that the na. f
tiome I visited are concerned and interested in the future }
ghape of U, 8. energy volicy, and we in turn have a very gtrori;g
interest ip the energy policiaes thot they are pursuing, I ;
mention these neetings hegnuee any seaxamination of U, S, .
enorgy policiea should recognize that no matter what pol-

icies we pursue, they are important to owr alliem 28 well nm

ta the cltirens of this nation,

I speak of a reexaminatinn of existing policies |
bacaume that 18 & major element of the seasignmant to the !
Energy Policy Staff. The Preaident hne directed us to make
the necanpaary ntudles to hetter understand our fut ure mergy
noedn and @escurces and “to make certain owr policies are
direeted townrd achieving theme needs and developiag those
regources . "

Ag = firmt ptep in onrrying out the Premident's
roqueat, the Office of Beienece and Tenhnology ashed an ore
gacizetfon called Resonroes for the Puture to survey the

energy pelicy field and provide us with a list of tha policy

Yhex we received the report in draft form recently, we aaled




}
'!
1
'
i

i

a3

R. F. ¥, to publish it &8 promptly as possibls and they have
done #c only within the last few daya.

Ve wanted the report to be subjected to publlc
gorutiny and it 48 our hope that publicmtion of the R, F, F,
report will stimulate others to make the azme wort of an-
nlysis anxd give us the banefit of their views. Toward this
end, I have arxranged for each wember of the Naticnal Po-
troleum Council to regeive A copy of this report at this
meoting., And I aspume that you have them, the reportm, in
the folder that wes given to you,

The report which R, ¥, F, ham prepared ia not n
atudy of evergy mlicy, but it ix an attempt to raise for
Jdiscwigion in an overall enmergy context muny of the policies
which we are puwauing today. As the preface to the report
states "it ie exclumively the wark of R, F, ¥, and has no
official wtatus as m governmesht document." Nevertheless,
the report is comprehenmive and ] believe that reviewing it -
may well puggest commants, suggestions or even additionnl arpas
of atudy that may be beneficiml, |

I think it would bé a public servige if I could
enlist the help of each of you in this audience and the
orgenizations that stand behind you in this re¢xauination
of goverument policies in the energy field, At this miage
of the gros, we Are not looking for answera but marely

trying to be mure that we wiil be probing into the arens
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where mualysis apd discussion may prove most beeficial for
neeting the future newda of the mtion.

The volums which R, F. ¥, ham prepared repressnts ;
one viowpoeint, We are interaCied in 8 variety of viwpointn,.
and specificaliv if. obtatning access to the wealth of in-
formatton and khnowledge which is in the possession of in-
dustry. I would deaply appreciate hearing from you or any
other interested permon because I am sure that o_uch of you
could make B worthwhile coptribution to our work at this
braative stage of iie development,

Thonk you very much for listening to w0 and giv-
ing me this opportunity to appesr before you.

(Applaune.)

THE CHAIRMAN: Thank you very much, Mr, Freeman.
: am sure that the members of our industry will be very
willing te reapond to your lmvitation to pregent thelr viewe ._
and suggestion=z on this mubjsot, |

We will now hear from the Director of the Defense
Fuel Supply Center, our old friend, Admiral Martin. '

(Apploune,)

ADNIRAL MARTIN: Mr, Donnell und members of the
National Petroleum Councilj .‘ ;

We moem to be living in the age of mergers and
sequisitions recently, and you gentlemen are MOrs AWAre of

that probably than I am, But my agenoy ia mbout to becomm




g1

We now come to the real busimeas of the Council,
and that is the reports of the Committees which are engaged
in the studies requeated by the Secretary of the Interilo>;

The first report im that of the Committes on Ef-
fects of New Technology on the Patroleun Industry - Mr,
McCurdy, Chairman,

MR, MC CURDY: Mr. Chairman, gentlemen:

I have for you what I hope may prove to he the

final report on this interesting project.

As John Hammond raported to you last January, the |

Committes's report wam edited snd printed last fall, and the

34l-prge book entitled "Impact of New Technology on the U,
8., Petroleum Industry, 1946-65" was relsased to the public
on January l5th of thim yeer,

In addition to the Counail's normal publication
distribution program, we worked closely with the Society of
Petroleum Engineers in Dallse and ohtained a widespread dim~
tributfon of this volume among technical people. The dim-
tribution still continues at o moderate pace,

The book has enjoyed a very good reception in

many quarters, and has been reviewed by the general press as

well as the professional and technical prems, To date,
2,000 coples of the book have been distributed enabling us
to recoup $21,000, or about seventy per cent of the totsl
publigation couty.
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involved in a merger of sorts,.

Specifically, starting the first of January, we
will be aepigned responsibilities for buying petroleum pro=-
ducts for the entire federal government, At the present time
thin sasigoment is with -~ the civil agency piece of it im
with the General Services Administration.

Going back to several yeare ago, you will recall
thet we had the two Hoover studies on the reorganizaetion of
the governmeni. And one of the recommendations that came out
of that, of c¢course, was that there be n greater integration
within the governwent for the performance of common services
and the acquiasition of common supplies,

The Generml Services Administratinn grew out of
these studies and over the yenrs has aapumed a larger rnd
larger role, not only for the civil agencies, but also in
the mupport of the Departwent of Defense,

Specifically, within the Department of Defaonse,
the Generaml Services Administration supports such commodi-
ties a8 hand tools, paint, indumtrial gaszes, office suppliea,
and so on,

Our assuming the role of supporting the civil
aganoies with petrolsum iw a kind of a reverse of the trend,
1 think theat the reason that we got this agmignoent is, of
course, the volume, both in terms of product and dollars re-

quired by Defense im conaiderably greater than by the
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civil agencies, so I gueas they thought it nnde sense to give
us the job,

We will be spupporting, ag I said earlier, sub-
gtantially all of the agencies. I think that the one big
exception is the Tennessae Valley Authority, They are big
users of coml and they will continue to purchase qoal, We
will be involved not only in the petroleum, but in coal,

At the present time we buy about four million tons a yemr tor’
the Department of Defense, We will be buying another million
for the civil agencies,

In terms of petroleum we have a similar role now
for what we call our pomt,camp and station buniness, where we
buy heating oile and motor gasoline andi things of that kind :
under open-end, indefinite quantity contragta, for the posts,
camps and stations.

The kind of business that we are picking up from
the General Services Administration is very similar, They
do the mame kind of thing for various government asgencies,
puch as post offices, and Indiap reservations, and various
other fisld offices of the various government depariments,
They premently do this on a decentralized basis, as you may
know, They have ten regions and they do the buying for each ?
region ut their vegional herdquarters,

We have four ragions for our post, acamp snd mta-

tion business, and wheh we combine we intend to have eight.
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We will do all of our buying, however, centrally here in
Alexandria.
We are working very closely with them, We hops

to make this job as painless as poasible for industry. We

will be coming out with various releases on it, And in terms

of the volume of business, it approximates about a hundred
million dollara a year; that is what we will be picking up
that the G, 5. A, is now handling for ths civil agenciea
actually, |

Qur own post, camp and station business 1a armnd
1139 miliion dollars a yenr, In terms of what we call "line
itema", that means supplying a given product to a specific
customsr, we will have about twice as many line items to
supply to c¢ivil agencies as we do to our Defense customers
today,

¥e already, of course, are handling some of the

business for the civil agencies, Our lube oil bulletin im

uwsed extensively by civil agencies today to take care of their

package petroleum requiremsnts.

Even though we don't provide for this inm our con- .

tracts, we also find that a lot of atate and local govern~

monts are using these, They get hold of them and as long

i
H
i
i

|

]
'
|
1
I
b
i
I
b
b

am you psople honor *hnir orders, I guess everybody is happy,

and we don't eomplgin about 1t,

Woll, that is the story on our taking over, or
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plans to teke over, the support of the civil agencien,

There is one other item that came up recently that -
might be of interest to you: |

Theore always, of course, la somebody starting a stuly
in the zovurnm'nt, particularly in the Department of Defenas,
And one got kicked off here a couple of wesks ago that im |
designed to make another review of the management of petroleun
within the Department of Defense, The Secretary ol Defense
signed off on this letter, and asked one of his asaistants
to form a Committee to look into this,

At the present time, I think that you are probably
aware thet the Defenae Fuel Supply Center, which I head, i@
reaponsible for the purchage of products, and for arranging
with M. S. T. 5., for the tanker distribution wor ldwide, We
do have to -- weé Are not concerned with inventory mnagvmnt,é
with computing requirements, with funding for the producis,

or that kind of thing.

The purpose of this study, I guess, is to see
whether or not maybe our role mhould be extended, thut somd
of the functions thut are now being performed by the indivi- 1'
dual services, humely, the Army, Navy, and Air ¥Force, maybe
should be combined with the Defenws Fuel Supply Center or ‘
some similar agency. i

This sort of thing has been studied in the past, |

and there have not been any major changes made recontly, end
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I sm not in a position to predict what is going to come out
of this,

The study pesople, the people making the study,
have beon told to look mt four pomsillities:

One, the atatum quo,

Second, the miatus quo with some improvements. ;

Third, a greater degree of integration in the mnn-;
agoment of petroleum with the integrated mauager being under
the Defense Supply Agency, similar to my role today, ex-
panded,

The fourth possibility is to have an integrated
agangy, but instemd of being a part of the Defense Supply
Agency, reporting to one of the Service Becretaries, such
s the Alr Force, or Navy, or Army,

Genaral Coleglezier, who was retired, » retired
Army General recently retired, snd formerly Deputy Chief of
Starf for logistics in the Army, and he has a broad lagllticli
beckground, will be heading up this study. Most of the uth-rg
members are people from the Office of the Secretary of De- !
fonse, T have a ropresentative from my agency on it,

Apd I am sure thut somewhers along the line in E
the progress of thim mtudy, salthough I certainly am not run-
ning it, and I am a neutral bystander who will be providing
them informmtion -~ I Am sare that they will be in contact

|
with industey, and I am sure thst thay would apprecisie any |
|
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suggeations that you gentlemen might have, .
Thank you, '
(Applause,)

THE CEAIRMAN: Thank you very much, Admiral Mar-
tin,

We will now hemr from Admiral Lﬁttu, the Director
of the Office of Oil and Gas.

(Appluune,)

ADMIRAL LATTU: Thank you, Mr, Chairmmsn, %

Gentlemen, we hand two very sucaeasful exercises i_.nE
the last six monthm: |

One was in Denton, ?

And the other was in nationel headquarters,

They were realistic, They were woll planned and
woll organized, Now the succeas of these exbrcises is Jue ta?
your continued support. 1

Now the Mid-¥est crisis has not been setiled.
Therefore, we are contiauing the Emergency Petroleum Supply

Committee on a atandby status,

Gent lemen, ihe oil industry, with the goveramant
an part of the team, in riﬁdy for any oripis, g

Thank you, |

(Applause.) |

THE BBAERHAR; I think;yau deagxved the responas,
Adniral, | |
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The mwcond portion of the aamignment to our Com-
mittee was to produce a brochure reporting the results of
the two decades of impreasive mschievements demcribed in the
book in some brief, understandable, colorfully illustrated
and interesting mtory for the general public.

Aftoxr the views of the Comnit{ew members wers ob-
tained as to the moat significant technologic achievements
which might be featured, 2 technigal mbatract wam prepared
for the uwe of 8 knowledgeable journalist, mo thai he, in
turn, might put it all into layman's langumge,

¥e have held dimcusajions with the officials of
the American Petroleum Institute amd are pleased to advise
that the popularired version of the Council'm book will be
published under the nuspices of the A, P, I.

After a long search for a writer, the A, P, I,
was able to obtain the mervices aof Mr, Henry D, Ralph of |
Tulss, formerly with the Oil and Ges Journml, We have given
the technieal abstraet to Mr, Ralph and he has already begun ;
his work,

Now in me much as the popular version will be
paped upon the full report as approved Already by the Coun-
cil, I believe, Mr, Chairman, that an expeditious and me-
ceptable procedure would be to go ahend with the publics
tion upon oy Committee's approvel of the mﬂ;-rlﬂ. propared
by Mr. Ralph, |




|
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If this is the pleasure of the Council, then I
auggemt that our Comsittee be considered discharged upon com.
pletion of thias final task, Publication, we hope, can take |
place by yemr's end under this arrangement.

Thank you very much,

(Applause,)

THE CHAIRMAN: Thank you, Dick,

In the absence of any comment, I am mure that the
Council would be happy to leave the matter as you heve sug-
gested, and I want to thank you and the wmembers of your Com- |
mittes for one of the more significant pleces of work that
this Council haa turned out, :

MR, MC CURDY: It hes been a plessure, Jim, Thunkz
you,

(Applauae,) _

THE CHAIRMAN: The next Committee to report is |
that on Petroloum and Gas Industries Manpower Regquiremnents,
Stanley Learned, Chairman,

MR, LEARNED: Mr. Chairmsn, gentlemen: t

The objactives of thim study of Petroleum and Gam
Industries Manpower Reguiromente are;

First, to up~date for the year 1967 the National
Petroleun Coungil 1963 Report oh the same subject. |

gscond, to oWﬂ thin prior repmrt to cover the
aspects of the manpowsr gituation to inslude:
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The number of U, 8, nationmls involved in foreign
operationn, assigned nat home or abroad, shown by broad geo-
graphical areas and with a breakdown by profeasions and non-
technical degrees,

An inventory of the current level of employment
and future requirvesents for skilled personnel, including
drillers, refinery operators, maintenance crafts, and othar
speciulized mikills,

Guidelines, both for young people contemplating
careers as sngineers and scientiasts in the petroleum 1n.duatry,;
and for the educationa institutions whigh mumt equip them torj
these chosen professions.

An assessment of the effective long-term changes
occurring and required in the industry, such as the ume of
automatic data, the need for increased efficiencles of geo- ]
physical and geologieml methods, grester emphasis on 1nnrumd
recovery nnd how these changes relste to the outlook for ‘
future needs for meientific and engineering skills, |

The Technigal Subcommittes has met with manpower |
epecialivts in the Office of Emeygoncy Planning in the Exsc-~
utive Office of the President and in the Department of Labor,
It conoludes that the expansion of the earlier repory is the
mont significant contribution to be made by this aommittes’s
work, The development of mignificant data on long-lead-time

I
i
|
okilled categories hss important impliastiona for oational |
|







a5

pecurity, Such data will substantially mssist the Emergency

Petroleum and Gas Administration in determining the validity
of oil and gae industry spplications for professional and
skilled manpower snd will support the E, P, G, A,'s claims
on the Department of Labor for such manpowsr in the event of
r national emergency,

Now in the progress report made at the N, P, C,
meeting on January 25th, thim year, it was indicated that there
was considerable work still to be done, Data for the year
1967 from government sourcwa proved very limited and inade-
quate,

It hag, therefore, been necessary to develop the
date bese to provide; :
First, manpower engeged in U, 5, domestic oil in~ E

dustry operations,
Two, munpowsr engaged in natural gas pipeline

operations (up to the city gates). i
Three, manpowar sngaged in gas distribution (with:u;
the city gates), E
And fourth, U, 5, eitimens engaged in foreign oll
and natural gas opsrations,
As quickly as these data can be conmolidated,
completion of the final report will prodeed.
The Techniesl Subccommittes, headed by Frank V.,

Peraol of Standard 0Ll Company of Californim, saticipates
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.nal report will be submitted in time for conpidir-i
w N, P, C, Committee prior to our next meeting, ; ,
(Applause, ) ;
THE CHAIR¥AN: Thank you, We will look forward

g thie report at the next meeting. r
The next Committee to report is that on Materials
s for Petroleum Exploration and Production, Mr,
ngton, Chairman,

MR, TARKINGTON: Mr, Chairman and Council mem-

I have a progrees report from our Technical Sub- E
and I will brief it for you, and it there are any

I will be glad tc try to anawer tham, Mr. Chair.

Az 1o tha cbjectives of this atudy iLhe Techniral
an ks divided the chisctives isto two parta:

Pirst, to wp-date for the your 1967 the ¥ P C.
Atdmi “Eaterials Deguivenmsts far 261 smd Ges Bx-
b, BwrtIRivg el Brebectias”, witelh wns pubilisfed i
-
- m— o . G
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The Subcommitieve believems that the item number two.
ig the most significant contribution to be made by its work, |
The importance ovf developing useful eptinat lng criteria ls
regognized by the Subcommittes, aince sush criteria will
subatantially muaist the Emergency Petroleum and Gam Adminim-~
tration in determining the validity of oll and gns induatyry
epplications for controlled materials, and will support ihe
E, P. G, A,'n clains on the Buainum and Defense Servicea Ad-
minimtration for such materialm in the event of o national
smergency,

in the Subgommittee's work, "controlled naterials”
erefers to carbon steel, mlloy steel, atainless steel, gopper
and copper~base mlloys, aluminum and nicl®l alloys,

Ag to the status of the Subcommittee's work, this
Committes met on March 6th, 1988, and organimed its work into |
six unita, which I have coversd here by an slaborate orgeni-
zation chart, and I might Just tell you that [ am convinced
that the work im wel)l divided and distributed among very
competent petroleum sxecutived,

Each of these six working groups im uctively en-
giged in the mearch for and collmction of the data reguired
for its portion of the projeet, Every sffort im bLwing made
to expsdite data compilation, and to eliminate dupligation,
Although some difficulties have developed in scme arese 1o

scqguiring certain required data, the total projeqt is pro-
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ceeding satisfagtorily,

Eamed on the progress to date, the Technical Sub- -
committes plans to lwe itm final report for ow gonerel Com- i
mittee by November let, Mv, Chairamn, I think that will per—

pit us to make our final report to the N, P, C, prior to the

next meeting,

T ’%__,

THE CHAIRMAN: Thank you, Andy,

(Applause,)

The noxt Committes to report is one that was men. -
tioned eerlier am bheing a very significant study. It ie the
Committse on Posmsible Future Petrolsum Provinges of the U, B.;
Otto Millexr, Chairman, |

MR, MILIER: M, Chairman, gentlemen:

As you know, our Committee on Possible Future
Petroleum Provinces of the U, S, was appointed on December B,;;
1967, for the purpose of preparing & comprehensive report |
on the future petroleum provineces of the Unitsd Statea,

Congiderable progress hem been mnde wince my last
report to you in January, and I wish to give you & brist
aummary of the mctions that we have alrsady tulken, ax well
as the plans that we heave agreed upon to date. t

On March 1 of this year sn Exequtive Advisory
Committes was established, under the Chairmsnship of Morgen
Davis, tnd the Co-Chaimanship of Dr. Pecors, Dirsctor of the

U, S, Osclogioal Burvey, In addition to these two offigers, |




\} 89

there are twelve prominent geologisis o;: this Committoee,
I believe Morgan Davis and Dr, Pecora are here
. today, sand I would appreciate 1t if they would stmnd up and
| tals » bow, I think all of you gentlemen know thesa people,

(Mr. Davis and Dr, Pecora stood up,)

(Applause.)

Thank you, Morgsn, and Dy, Pecora,

The Bxecutive Advisory Commitiee was formed in
order to provide our parent Committee with the guidance and
expertise of leading U. 8. geologists, The group was B ke
to explore and to define the objectives for this diffigult
and complex updertaking, and to fammulate procedures $o on-
able the working groupm to carry out their assignments,

At the firmt mseting of the Executive Advisory
Committoe that was held on March 13th, Ira H. Cram kirndly
consented to serve as ths Cheirman of the Coordinating Sub-
committee, and it wam agreed that he should have vide flexi-
bility in organizing angd directing this study af future pe- l
troleun provinces of the United Statea,

For the purposes of this study, Chairman Cranm

- divided the United States into sleven regions aml obtained
. the services of an outstanding geologist in ewch reglon to

|| serve s 3 member of the Coordinsting Hubgomnitiee, Onee
this was dons the Coordinsting Subromnmittee was farmaily ,

appointed by our Chairman Donnell on May 16th. 1
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Each regional chief on Irma Cram's Subconmittee hnn{
already or will be cbtaining the services of individwml pe- I
troleum geologimts to report on the sedimentary haging or
other subregional areas or atratigraphical divisions within
each region, The individuals who will write the gaologicnel
reports required for this study will also, am they are se-
lected, be appointed to membership on the Coordingting Sub-
committiee,

Now I believe Ira Cram is also here this morning,
and all of you gentlemen know Irm, Ira, will you stend up and
take a bow? |

(Applause,)

Thank you, Ira, ﬂ,“;

It is anticipated that the efforts of the reg- J
ional chiefs and of the individual suthors will result in
the preparation of soms fifty to sixty geologilc raporte, i
Assignments have already been made for about ome~-half of
these reports and the remainder are now being discussed with
selected authors or oil companies,

In this regard, although we have received con-
sidersble nssistance from the United States Geological Burwry,é
State Geologlesl Surveys, universities snd individual con- |
sultants, wevertheless moat of the work will have to be done E
by coapAny geologists since they comprise the largest meg-

ment of petroleum geologists &nd either know or have acooss
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to unpublished data of significant value to this atudy.

I appreciate the willingness of the Council mem-
bers to ooopntato in this watter, We beliesve this to be a
particularly important undertaking and we are sure that you
want this Committee to obtain the mervices of the best and
mogt knowledgenbls talent on thim subject, We are hopeiful
that you and your management people will give these 1ndividuni
authors the back-up support they will need during the cOurnig

of this atudy.

I would also like to emphasize that no confidentinl

company information of competitive valus is being sought or
expected in these ptudiem., On the other hand, we believe

that a large amount of information that 1s svallable only

in company files can be contributed to the studiem with grut;

benefit to the project, without foregoing or Joopardizing
any competitive advantmge by the companies,

In eny event, the companiems contributing will,
obviously, be the sole judges on questions relating to the
use of their own compeny information,

Now I would like to give you a brief resume of
the items agreed upon by both the Executive Advisory Com-
mittes and the Coordinating Subcommittes at msetings held

by thoss groups on June 25th and June 28th,

With rempsct to the meope of the study to be made,

the habitat of all potentisl undiscovered oil end gas will
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be covered both in produeiug and non-producing areas, but
oil shale and tar sands are to be excluded. Likewise, known i
a hallow oil-impregnated depomita in which tle oil is ubre- |
coverabls by conventional methods, are to he exc luded,
Geographic coverage will be the continental Unitng
States, including Alasks and Hawaii. The continental shelves
will be included out to the bottom of the continental slope,
The present studiea of future petroleum provinces
in the United States relate only to undiscovered oll and for
that resson present produgtion snd the geologic environment
of such production will be important only as a guide or as
an indieation of what might be expscted in untested arens
and for horizons where stratigraphy, faciea, possible traps,
reservoirs, tectonics and other geologic factora are the lnnn‘
or similar to presently producing or produced areas. Be-
cause primary interest is in the future rather than present
production, it is hoped that the introductory and historical
pasrt of emch paper can be hald to am bgitz r pregentation
as will furnish the reguired background information.
The Coordinating Subcommittes has prepared an
outline to be used as a guide by each of the individual
H authors in order to give & better concept of the type of study
| that is contemplated, You will find 8 copy of this outline |
appsuring as Exhibit F in the written Progress Report, and é

that has been plsced in your kits that are with you here
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! this morning. We urge you to read and to keep thiam written
. report which contains auch more detail about the study and
glso the names of all individunls appointed thus far to work
on various smpects of this assignment.

It wam the consensus of the Executive Advisory
Committes that spproximate quantitative eatimates of future
disgoveries of crude oil originally-in-place and of natural
gas should be developed in the study to the extent feasible.
The muthora' outline contains an item cal ling for the "Cal-
ailation of volumes of hydrocarbons in plage or estimates of
ranges of such volumes where feanible."

I know you recognive how extensive n tank we have
pefore us, Nevertheless, we are metting a target date of
May 1st, 1969, for the completion of all individually authored
mnpuscripis,

Early July, 1969, has boen designated as the date
at which the whole project will be completed, To do this
and cbtain the satimfactory ami qnnijft'y‘ result will require :
the fullest cooperation of the petrolsum and gas indumtries,
the United States Geological Survey, State Surveysa, and the
academic institutiona, Given this, we fesl that we can meet
the target dates and produce n report that truly ia in the
aationml interest as well as B major contribution to the geo.:
logionl literature,

Now in closming I would like to extend AgRin wy
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appregistion on behalf of the Committee to Morgan Davis and ‘c
Ira Cram ond the individual memberms of their Comsitieea for tlZio
outstanding work that they bhave already done on this projoci.‘i
They have the task well in hand, and we are indeed indehted |
to them for their knowledge and their thoroughness that they
are bringing to bear on this very important subject. i
Thank you,
(Applause.)
THE CHAIRMAN: Thank you very much, Otto., This
im a study which will be of greamt interest and significance
to the Department of the Imterior, and also to Nr, Freeman an@
his staff. |
The lmst Committes report is one that was reguested
at the last meeting of the Council under momewhat of a crash
schedule, the Committes on Petroleum Remcurces Undex the Ocné
Floor, B, D, Broakett, Chairman, |
MR, BROCEETT: My, Chairman, gentlemen:
I ask your indulgence am tc the length of tﬁn ru-.t
port. The reasons will becoms apparent, I think, am we pro-
cosd this morning. 1
In » letter dated Janugry 24th, 1968, the Honor- E
able J. Cordell Moore, Assistant Becretary of the Interior
for Mine¥al Resvurces, requestad the National Petpoleum Coun-
o1l to "asmist the Department of Intericr, and other Govern- :
ment agendiem, in formulating their posture toward the de. ;
‘
I

5o

N,
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velopment of petroleum resources of the deep sea," Speci-
ficwlly, he asked the Netional Petroleum Council 'to prepare
a study which mhould consider:

(a) Whether the definition of the Continental
Shelf 1s in keeping with technological advancements in
offshore capability,

(t) What type of regiue would best assure the ;
prderly development of the petroleun resources of the E
ooean floor, and the time frame within which it might be
implemented,

(¢) What type of regime is best doaigned to assure
conservation of the resources and the protection of the '
environment, and

(d) Any other points or comments deemad appro-
priate.”

On the same date as the Secretary's letter, Jan-
uary 24th, a meeting of the Agenda Conmittes of the National
Petroleum Counell took place in Washington. At this mﬂnting;

. Cordel] Moore elaborated further, maying *The proposal
which you have before you requesting that the National Pe-
troleum Council undertake a study of certain problens rchtink
to the exploitation of the deep Bex is in essence a request
by the Department of Interior and State Department to take

the pulse of the oil industry which has such a tremendous ntnkn

~ 4n the queation.” |
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The Nationa})l Petroleum Council Agends Committee
agraed to recommend to the Council the appointment of an ap-
propriate committee to make the study as requested and, as
you know, Mr, J. C, Donnell appointed a committee entitled
the "Committee on Petroleum Resources Under the Ocean Floor.™
You gentlemen are aware of the membership of the Committee,

A Technical Subcommittee waa established in mid-
March to study the various aspects of jurisdiction and reglime
in the development of the patroleum resources under the ocean
floor. This sixteen-member committee, consiating of experts
from various megments of the industry, is chmired by Dr.
Hollig D, Hedberg of Gulf and Mr, R, E, Ebel of the Intertor
Department, Office of Oil and Gam, as Co-Chairman,

At this point, may I thank these gentlemen and
their Committes for the industry, the perseverance, the dedi-
gation which they have shown in preparing this report, this
interim report.

And 1t is the interim summary report drafted by
this Subcommittse which you have before you this wmorning.

Lot we outline briefly the background of its preparation and
ite principal conclusions,

The Subcommittee has held numerous meetingm, both
as » whole and in smaller groupings. At an early atage the
State Department indicated that it would prefer to maintain

current gontact rather than await a final preport. Ae a
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reault, both State and Interior representatives have attended?
all Subcommittee meetings on an informal observer baasis,

At a meeting on June l0th, the Bubcommlttee waa
surprised to learn that the U, g, delegation to the U, N.
was being armed by the State Department with a gtatement of
principles” with which to lemd off when the U, N, ad hoc
comuittee on Peaceful Uses of the Sea Bed and Ocean Floor wam
to gtart ite deliberations on June 17th.

A preview of this tentative draft made it at once
spparent ithat if the National Petroleum Council's edvice was
to be of the fullest value to the State Department and the
petroleum industry, the substance of it must be transnitted
pefore and not after the final formulation and announcement
of these principles,

Accordingly, the Subcommittes immedimtely put nsid?
work on the completion of its £inal report in oxrder to preo- |
pare, at its June 10th meeting, @ lhért two-point resclution,
p suggested revision of the pre liminary veralon of the Btate
Department's "statement of primiphu," apd the draft of a
brief interim summsry report of the poaition which it be~
lieved the Nationsl Petroleum Council should vigoroumly
srpport. These were informally made aveilable to Colonel
Farrington of the State Department, on @ privileged bamia,
with the requent that the State Department, if poamible, re-

frain from taking any aotion which might be inconsimtent

i
i
}
!
t
1'
i
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with the pomition outlined by the Subcommittes, at least un-
til after the official views of the Netionsl Petroleum Coun« |
¢41 conld be transmitted follawing ite meeting here thio
morning.
. The interim summary report was distributed to you
on June 24th, '1‘!3- opening of the discussions of the U, N,
#d hoc cmitteq:;hnﬂ ri;. S. statement of principles wuede to
the U. N, committee on June 30th, the propoasl of members of
the international law panel of the President's Marine Science
Commission which has rlready been made public, the® proposals
of various other orgsnizations and individumls which are be-
ing circulated, all point up the urgenay of an official
statement by the National Petroleum Council of ita position,
You havae a copy of the report before you, I might
briefly sumnerize its highlights aws follows: . -
1. Petroleum accumulations, comparable to those k
currently commsrcial on land and in shallow qonstal waters,
prabably exist also under deeper oceanic waters, although
availuble data suggest that the potential for petroleun 1o
much less favorable beyond the continental margin. f
3. The petroleum industry already has the tech- :
nical capacity for geological and geophysical exploration
{n the desp oceans and even for exploratory drilling to con-

giderable sub-ocean-bottom depths in waters of gsaveral thounﬁd

meters, Exploitation drilling (that im, drilling for pro- !
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dugtion) has been confined to date almomt entirely to waters
of less than 100 meters, but progress in technology i such
that, given reasonable incent ives, productién techniques

and facilitieos will probably be realizable from depths of

a8 much es 400 meters within the next three to five years
and the capability to drill and produce in water depths to

1500 to 2000 meters might be considered reasonably attainable

within the next 10 years.

S, The timing of the U, S, petroleum production
operations in the deep oceans will be largely dependent on
commercial incentives, Among controliing factors will be:
overall demand for patroleum; competition from land and
ahallow water aress; compstition from coil ahale, ter sands,
and conl sources; cost and effectiveness of deep marine op-
aerations; productivity of deposits in deep ocoan wators, and
the assurance of favorables leame conditiona and security of
investment. Many curvently voiced highly optimistic ostl~
nates of the potential of ocean floor mineral resources do
not realistically reflect the economics of recovery aﬂirutinnq
in this adverse environment, A operstions progress into
deaper and deeper waters farther from shore copte will in-
crease substantially and if operations are ta devealop in
these waters strong incentives are needed, These will in-
clude not only assured exclumive righta under a stable poli- i
tigal regime, but alsc favorable lesse and production torme. '
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The major con¢lusion of the report is that the
United States (and other coamtal statem) shonld have exclu-
aive jurimdietion over the natural resources of the contin-
ental land mase, oceanward generally to where the submerged
portion of that land mass meeta the abyssal flcor, This
dommin would inclwude the continental shelf, continental bor-
derlande, continental elopus, and at lennt the landward
portion of the centinental rises,

Moreover, it is concluded that under the councepts